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Snider- Triangle 


Power in_ Preparation— 


NOW-— Just a pile of gears— 
TOMORROW — with planned assembling, 


proper meshing and applied force, Power 
under Control. 


YOU, too, can develop your mental machinery, 
get in mesh with credit trends, and apply your 
energy to increase your capacity. 


FORGE FORWARD — by training in credit management. 


The first step—fill in and send us the coupon below. 
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Please send me details of your Credit and Collection Course, without obligation to me. 
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PROTECTING INVISIBLE VALUES—NOQO. 


SounD lending calls for rigid inquiry 
into every aspect of the borrower’s financial 
position. The alert lender — whether banker 
or credit man — is always anxious to see that 
his borrower is shielded from preventable loss. 
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YOU HAVE 
A Washington Office 


It’s Maintained By Your Association 
To Serve YOU= Are You Using It? 


The Association's Washington Service 
Bureau now has a clientele of thousands 
of Association members. Many —using 
the service for the first time—say they re 
sorry they didn't learn of its value sooner. 
Take a tip from them and get another 
dividend on your Association membership. 
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When Your Company Needs Information 
From Washington Write to: 


THE WASHINGTON SERVICE BUREAU 


OF THE 
NATIONAL ASSOCIATION OF CREDIT MEN 
C. F. BALDWIN, Manager 
815 Bowen Building Washington, D. C. 
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10 Foreign Trade Rules 


It is basic to foreign trade that your government afford 
adequate protection to person and property wherever 
situated. 

It is a distinct advantage to any foreign trader to know 
the language of those with whom he trades. 

A foreign trader must have patience, stamina and courage, 
He must expect good and poor years but must firmly 
resolve to stay with the business during all times. He 
must not be a fair weather foreign trader, skimming the 
cream when profits are to be had and abandoning the 
trade when there are no profits. 

He must reconcile his own customs and business habits to 
those of his foreign customer or source of supply. 

He must try at all times to satisfy his customer or earn 
the good will of his source of supply and not arbitrarily 
insist on either selling a particular brand of merchan- 
dise or a method of merchandising which has charac- 
terized his domestic business. In his buying he must 
remember the purchase should be mutually profitable. 

He must be equally interested in buying abroad if he is 
to sell abroad. The objective of foreign trade is to in- 
crease the standard of living in the contracting coun- 
tries. Both buyer and seller should keep this purpose 
before them. 

He must have a deep conviction that foreign trade pro- 
motes friendly international relations and contributes 
to the stability of the world’s civilization. 

He knows that the size of the drawing account or expense 
allowance is not the final answer to sales results. Con- 
sequently, he must oppose any easy money policies in- 
tended to subsidize foreign powers without regard as 
to whether such disbursements of his own nation’s funds 
can be justified on a sound credit basis. 

He must support a program that allows his family or 
fellow citizens to live abroad when necessary to soundly 
promote foreign trade. 

He must never forget that in every business transaction 
he is a voluntary good will ambassador for his country. 
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TODAYS 
BURROUGHS DOES THE WORK 


IN LESS TIME.... 
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A fast sales audit machine that provides individual 
clerk or department totals and grand totals of 
clerk or department sales without recapping. 





FOR RETAIL STORES 


A cash register and an adding machine combined 
in one low-priced unit at a price within the reach 
of even the very small business. 


FOR CITIES AND COUNTIES 


Machines with direct mechanical multiplication 
that calculate and write tax figures, prepare tax 
bills and related records at the same time, and 
accumulate proof and tax totals as a by-product. 








FOR WHOLESALERS AND JOBBERS 


A fast method of writing and billing telephoned 
orders. Saves time and improves customer service. 



















FOR SCHOOL BOARDS 


A low-cost machine that provides up-to-date 
records of receipts, expenditures, balances—by 
funds, accounts, schools and activities. 












These are only a few examples of how today’s 
Burroughs machines do the work in less time, 
with less effort, at less cost. For specific informa- 
tion about new Burroughs developments that 


TYPICAL among new Burroughs time-saving [im would apply to your business, telephone the local 

developments is this low-cost desk book- Burroughs office, or write direct to— 

keeping machine with “word keys” for printing 

one-word descriptions. BURROUGHS ADDING MACHINE COMPANY 
. €155 SECOND BLVD., DETROIT, MICHIGAN 
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Some Difficulties in “Arrangements 


A Discussion of Certain Chapter XI Features 


By W. Randolph Montgomery, General Counsel, National Association of Credit Men 


74 of the Bankruptcy Act were repealed and Chap- 
ter XI was substituted in their place. During this 
two year period, much experience has been had with 
arrangement proceedings in many of the federal districts, 
but apparently in some districts the machinery of Chapter 
XI has been little availed of. 

I think it is fair to say that the chapter is working 
fairly well, but, as is true of all new legislation, numerous 
questions have arisen which might have been avoided by 
better draftsmanship. 

One of the most controversial provisions of the statute 
is the requirement that the plan of arrangement, sched- 
ules, and statement of affairs shall accompany the peti- 
tion. I personally opposed this requirement when it was 
under consideration by the Bankruptcy Conference and at 
the hearing before the Senate Judiciary Committee on 
the ground that it would not be feasible for an harrassed 
debtor to formulate under pressure a proper plan of ar- 
rangement nor would time permit the preparation of 
schedules and a statement of affairs. Unfortunately, my 
view was overruled. 


= Almost two years have elapsed since Sections 12 and 
Vv 


Many Plans Premature 


The result has been, as evidenced not only by my own 
experience, but by the experience of most of the referees, 
that debtors confronted with the necessity of obtaining 
immediate protection against levies or attachments are 
filing arrangement petitions accompanied by plans which 
they have no hope or expectation of putting into effect, 
and which are used solely for the purpose of hindering 
and delaying creditors, pending the formulation of a 
proper plan at some future date. 

In districts such as the Southern District of New York, 
where the rules require a prompt conference at the 
referee’s office of the ten largest creditors to determine 
whether or not the debtor shall be required to file an 
indemnity bond as security against loss, the situation is 
somewhat alleviated. But in some districts, debtors’ ap- 
plications for additional time in which to file an amended 
plan are often granted not once, but repeatedly, despite 
the opposition of creditors who are powerless to protect 
their interests, and in some cases this has been true even 
though the debtor has been losing money through his un- 
supervised operation of the business. 

Unlike Chapter X, the creditors are not permitted to 
formulate and file a plan, and if delay is what the debtor 
is seeking, the present provisions of the chapter are per- 
fectly designed to aid him in accomplishing this end. 
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It is all very well to say that the remedy in such cases 
is an application for an order of liquidation, and that a 
petition for review will result in the reversal of the 
referee if such application be denied, but you and I know 
that local sympathy and local pride often permeate even 
to the bench, and that, particularly in the smaller cities, 
liquidation of an important local enterprise is not likely 
to be ordered against the opposition of the debtor except 
after appeal to the Circuit Court of Appeals. 


Creditors Have No Voice in Plan 

This situation must be remedied, and in my opinion 
the solution is: First, to amend the Act to require ap- 
proval by the court of the petition for arrangement in 
the same manner as a petition for reorganization under 
Chapter X, except that, in an XI proceeding, it would 
be desirable that the application for approval be heard 
upon short notice to the largest creditors. Second, the 
creditors themselves should be permitted in the absence 
of a proper plan by the debtor to formulate and propose 
a plan of their own. 


Right of Stockholders Factor 


Another serious difficulty that arises in proceedings 
under Chapter XI is occasioned by the fact that the rights 
of stockholders may not be affected by the proceeding. 
Many corporations seeking relief under Chapter XI are 
in fact insolvent and the stockholders have no financial 
interest in the assets. The Act requires that the plan of 
arrangement be found by the court to be fair and equita- 
ble and these words have been construed by the United 
States Supreme Court in Case v. Los Angeles Lumber 
Products Co. to be “words of art” and to require that 
claims of creditors, both secured and unsecured, be fully 
satisfied before the stockholders may, without new con- 
sideration, even retain their stock interests in the re- 
organized company. But, under Chapter XI, there is no 
way of eliminating such stock interests except by a sale 
of the assets, and under state law the assets cannot be sold 
except with the consent of the stockholders. If the stock- 
holders will not consent (and why should they, when 
consent means elimination), any prospect for a plan of 
arrangement becomes completely bogged down. 

The remedy for this situation would seem to be a 
provision permitting a finding that the corporation is 
insolvent, and that the stockholders have no interest, 
and for their elimination in the same manner as in Chap- 
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ter X, or for the appointment of a trustee to take title 
to the assets for the purpose, in aid of a plan of arrange- 
ment, of conveying title free and clear of the interests 
of stockholders. 

Much confusion has resulted from the provision of 
Chapter XI for the election of a committee of creditors 
at the meeting held for consideration of the plan. This 
meeting is usually not held for at least two weeks after 
the proceeding is commenced and the plan of arrangement 
filed. The hearing is called for the purpose of consider- 
ing the provisions of the plan, and it would seem obvious 
that in the interim between the filing of the petition and 
the first hearing a committee should function if, in the 
average case, its deliberations are to be of assistance to 
the court and to the general creditor body. 


Confusion About Committees 


But unfortunately under the Act as drawn, the com- 
mittee can have no legal existence until it has been formal- 
ly elected, and it has been held that even though the 
identical individuals have theretofore functioned as an in- 
formal committee, any expenses which may have been 
incurred for counsel fees or otherwise prior to the elec- 
tion cannot be allowed as an expense of administration.” 
But on the other hand, if the plan of arrangement filed 
by the debtor expressly provides for the payment of the 
expenses of a designated committee, it has been held that 
this is a firm engagement which the debtor had a per- 
fect right to make and which does not run counter to any- 
thing in the statute. The expenses of the committee will 
under such circumstances be allowed.’ 


Debtor May Agree to Expenses 


And in another case, where the debtor voluntarily 
made a firm engagement for compensation to an unofficial 
committee, reserving the right to object to the amount, 
the court fixed and allowed the compensation to be paid, 
stating that the statute only provides for what the debtor 
must pay, and that the debtor may legally contract to 
pay other and additional amounts.‘ 

Another troublesome question is whether or not, when 
the statute refers to a “committee of creditors” in Sec- 
tions 44 (b) and 337 (2), and to “a committee” in Sec- 
tion 338, it was the intention of Congress to limit the 
membership of the committee to actual creditors, or 
whether, on the contrary, attorneys-in-fact or agents of 
creditors are eligible to serve as members of an official 
committee. ‘This question recently came before Referee 
Stephenson in the Southern District of New York and 
his opinion to the effect that only bona fide creditors and 
not their attorneys or agents may serve on committees 
was affirmed on review in an opinion by Judge Conger 
as yet unreported.® 


The Ruling Case 


Undoubtedly that most important and far-reaching 
decision interpreting Chapter XI was that of the United 
States Supreme Court in Securities §f Exchange Commis- 


-__ 


*In re Max Fishman, Inc., 27 Fed. Supp. 33. 
*In re Fisher Dress Corp., 33 Fed. Supp. 57. 
‘In re Haytien Corp. of America, 37 Fed. Supp. 171. 
5 In re Chase-Superior, Inc., — Fed. Supp. —. 
°64 L. 31, 966. 
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sion v, U. S. Realty && Improvement Company*, where 


the Court upheld the right of the Securities & Exchange 
Commission to intervene in a Chapter XI proceeding 
for the purpose of contesting the jurisdiction of the court 
despite the fact that Chapter XI contains no provision 
permitting such intervention. 

In the U. 8. Realty case, the respondent was a New 
Jersey corporation having outstanding 900,000 shares of 
capital stock, without par value, and listed on the New 
York Stock Exchange, and held by some 7,000. stock- 
holders. It had liabilities of over $5,000,000, of which 
only approximately $75,000 was current. Its in- 
debtedness included two series of publicly held debentures 
aggregating $2,339,000 maturing in 1944, secured by a 
pledge of corporate stock of little value, and a $3,000,000 
note due August 12, 1939, secured by a first mortgage 
owned by the respondent. The respondent was also 
liable as a guarantor of payment of principal, interest, 
and sinking fund of mortgage certificates in the sum 
of $3,710,500 issued by a wholly owned subsidiary and 
held by some 900 holders. These certificates had been 
in default for failure to pay interest, principal, and sink- 
ing fund since January 1, 1939. 


Features of the Plan 


Before maturity of the first mortgage certificates, the 
respondent and its subsidiary company had joined in 
proposing ‘to certificate holders the modification of the 
obligation of the certificates, leaving unaffected the other 
indebtedness and stock of the respondent. The maturity 
of the certificates was to be extended, the rate of interest 
reduced, and the terms of the provisions for the payment 
of the sinking fund modified. ‘The respondent’s guar- 
antee as to the principal and interest was to be modified 
accordingly, and its guarantee of sinking fund payments 
was to be eliminated. This scheme was to be consum- 
mated by resort to two proceedings, one to be instituted 
by the respondent under Chapter XI for an arrangement 
modifying its guarantee of the certificates in the manner 
indicated; the other to be instituted on behalf of the 
subsidiary corporation in the state court to secure the 
modification of its primary obligation on the certificates. 
The modification of the respondent’s guarantee by the 
Chapter XI proceeding was to stand even though the 
state court should refuse to approve the modification of 
its subsidiary’s obligations on the certificates. Upon. 
obtaining consent to the proposal by holders of certifi- 
cates amounting to approximately 55% in number and 
amount, the respondent began the Chapter XI proceed- 
ing in the United States District Court for the Southern 
District of New York, praying that the proposed arrange- 
ment effecting its unsecured indebtedness be approved. 


SEC Opposed Plan 


The District Court found that the petition was prop- 
erly filed under Chapter XI and directed that the re- 
spondent continue in possession of its property. Some 
few weeks thereafter, the District Court entered an order 
permitting the Securities & Exchange Commission to 
intervene. “The Commission thereupon moved to vacate 
the order approving the debtor’s petition, to dismiss the 
proceeding under Chapter XI, and to deny confirmation 
of the proposed arrangement. All these motions were 
denied and the Commission appealed. The respondent 
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also appealed from the order of the District Court per- 
mitting the Commission to intervene. The appeals were 
consolidated and heard together and the Second Circuit 
Court of Appeals reversed the order permitting the Com- 
mission to intervene and dismissed the appeal of the Com- 
mission. The Supreme Court granted certiorari because 
of the public importance of the questions raised. 

The Commission argued (1) that Chapter X of the 
Bankruptcy Act prescribes the exclusive procedure for 
reorganization of a large corporation having securities 
outstanding in the hands of the public, and that the Dis- 
trict Court was without jurisdiction to entertain respond- 
ent’s application under Chapter XI; (2) that in any 
case the District Court should have dismissed the peti- 
tion, because, in the circumstances, no fair and equitable 
arrangement affecting the respondent’s unsecured cred- 
itors alone such as is prescribed by Chapter XI can be 
consummated in a proceeding under that chapter; and 
(3) that, such being the status of the cause under Chap- 
ter XI, the Commission was by the District Court prop- 
erly allowed to intervene to protect the interest of the 
public specially committed to its guardianship by the 
provisions of Chapter X and to forestall the impairment 
of its own functions under that chapter by an unauthor- 
ized resort to Chapter XI. 


Points to Chapter X 


The Court admitted that, within the literal terms of 
Chapter XI, a debtor is unqualifiedly authorized to peti- 
tion under that chapter for an arrangement with respect 
to its unsecured indebtedness, but said that, even though 
the court has jurisdiction, in the exercise of its equity 
powers and actuated by considerations of public policy, 
relief should be withheld under Chapter XI when relief 
is available under Chapter X which is adequate and more 
consonant with public policy. 

The Court then proceeds to compare the provisions of 
Chapters X and XI and lays great stress upon the safe- 
guards for the protection of the public that are contained 
in Chapter X and points out that no comparable safe- 
guards are found in Chapter XI. 

On the contrary, under Chapter XI, the court found 
Chapter XI, where every phase of the procedure is under 
the control of the debtor and where there are no provi- 
sions for independent study and advice to the court con- 
cerning the debtor’s affairs by a disinterested trustee, or 
for investigation and report by the Securities and Ex- 
change Commission. 


Does Not Protect Unsecured 


Pointing out that both chapters require a finding that 
a plan of reorganization or arrangement, as the case 
may be, is “fair and equitable,” the Court said: 

“The phrase signifies that the plan of arrangement 
must conform to the rule of Northern Pacific Ry. Co. v. 
Boyd, 228 U. S. 482, which established the principle 
which we recently applied to the Los Angeles case that in 
any plan of corporate reorganization unsecured creditors 
are entitled to priority over stockholders to the full extent 
of their debts, and that any scaling down of the claims of 
creditors without some fair compensating advantage to 
them which is prior to the rights of stockholders is inad- 
missible.” 


In the light of the requirement that a plan be “fair and 
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equitable,” the Court concluded that Chapter XI gives no 
appropriate scope for an arrangement of an unsecured 
indebtedness held by some 900 individual creditors of a 
corporation having 7,000 stockholders: 

“The hope of securing an arrangement which is fair 
and equitable and in the best interests of unsecured cred- 
itors, without some readjustment of the rights of stock- 
holders such as may be had under Chapter X, but is 
precluded by Chapter XI, is at best but negligible and, 
if accomplished at all, must be without the aids to the 
protection of creditors and the public interest which are 
provided by Chapter X, and which would seem to be 
indispensable to a just determination whether the plan 
is fair and equitable.” 

But even though the “fair and equitable” test might 
be met, the Court pointed out that: 

“Confirmation of an arrangement follows a finding 
***+that it is for the best interests of the creditors, §366 
(2). Here determination of what is in the ‘best interest 
of creditors’ depends on the answer to the question 
whether the stockholders should be eliminated or, the 
creditors should receive some substitute compensation, and 
whether that compensation is fair and equitable. In @ 
situation like the present it is in the best interests of the 
creditors that these questions should be answered in a 
Chapter X proceeding.” 

The proper scope of a proceeding under Chapter XI, 
according to the Supreme Court, is the case of the small 
individual or corporate business where there are no 
public or private interests involved, requiring the protec- 
tion of the procedure and remedies afforded by Chap- 
ter X. 


Court Compares Two Chapters 


While Chapter XI contains no provision such as that 
in Chapter X permitting the dismissal of a petition under 
Chapter X if relief under the other chapter would be 
adequate, the Court found that, in the exercise of its 
general equity powers, the District Court has and should 
exercise such jurisdiction, and that the adequacy of re- 
lief under Chapter XI is to be appraised in comparison 
with the relief to be had under Chapter X in the light 
of its effect upon the public and private interests con- 
cerned. 

As to the Commission’s right to intervene in the pro- 
ceeding, the Court found an excuse for such intervention 
in Rule 24 of the Rules of Civil Practice, made applicable 
to bankruptcy proceedings by Paragraph 37 of the Gen- 
eral Orders. 

A strong dissenting opinion was filed by Mr. Justice 
Roberts, in which the Chief Justice and Mr. Justice 
McReynolds concurred. The dissenting opinion rejected 
the involved reasoning of the majority and pointed out 
that, under the plain and unambiguous words of Chap- 
ter XI, any corporation is permitted to seek an adjust- 
ment of its unsecured debts, and that there is no incon- 
sistency between Chapters X and XI because, whenever 
any corporation, large or small, desires to reorganize, as 
distinguished from the mere effecting of an arrangement 
with unsecured creditors, recourse must be had to Chapter 
X which alone affords the type of relief necessary for 
reorganization. The phrase “fair and equitable,” the 
minority opinion pointed out, is used not only in Chapters 
X and XI, but also in Chapters XII and XIII, dealing 
respectively with real property arrangements by individ- 
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What Has Been Your 
Experience With Chapter X| 


“Arrangements? 


Won’t You Write Us About Them? It was the hope 
of the drafters of the Chandler Act that the new 
“Plan of Arrangements” for embarrassed debtors 
would be of great help to creditors as well as to 
debtors. How has this new feature of bankruptcy 
law worked out in your experience? Mr. Mont- 
gomery presents his views as a lawyer. What are 
your views as a Credit Executive? We hope to 
present a symposium of views in the December 
issue.—The Editors. 


uals and wage earners’ plans, and obviously the phrase 
must be given the connotation appropriate to the section 
in which it is used. 

The argument of the majority that the bankruptcy 
court, as a court of equity, may find that the balance of 
convenience requires a refusal to exercise jurisdiction ex- 
pressly conferred by Congress, was emphatically rejected 
by the minority. 

The minority also categorically rejected the argument 
that the Securities & Exchange Commission has any such 
interest in a bankruptcy proceeding as was found by the 
majority to justify a right of intervention. 


Judicial Legislation? 

To those of us who are intimately familiar with the 
legislative history of Chapters X and XI, the reasoning 
and the conclusions of the majority can appear as noth- 
ing more than a supreme example of judicial legislation. 
The minority opinion correctly expresses the intention of 
the members of the Bankruptcy Conference in drafting 
Chapter XI, to which it was intended that any corpora- 
tion might have recourse for the purpose of adjusting its 
unsecured debts, as distinguished from reorganization of 
capital structures and readjustment of secured debts. It 
was specifically intended to exclude the Securities & Ex- 
change Commission from Chapter XI because the Com- 
mission was created to protect security holders and is 
concerned with nothing else. True it is that debenture 
bonds are “securities,” but this fact was clearly pointed 
out by several members of the Bankruptcy Conference, 
including myself, hefore the enactment of Chapter XI, 
and the suggestion was made that Chapter XI would 
undoubtedly be utilized by large corporations seeking an 
adjustment of unsecured debts represented by debentures. 
Nevertheless, with the full knowledge of the Securities & 
Exchange Commission, the statute was enacted in the 
form in which it now appears, which to me indicates 
clearly that Congress had no such intent as that attrib- 
uted to it by the majority of the Supreme Court. The 
truth is that the Securities & Exchange Commission, real- 
izing the experimental nature of the safeguards incor- 
porated in Chapter X and of its own participation in 
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reorganization proceedings, deemed it wise to await actual 
experience with these provisions before extending their 
scope to other chapters of the Act. 

Nevertheless, I am inclined to agree that the rule laid 
down by the Supreme Court majority will be conducive 
to sound administration of the Law. If the reorganiza- 
tion of any corporation with publicly held securities is to 
be subjected to the safeguards provided by Chapter X, 
then all such reorganizations should be governed by the 
same restrictions whether or not the particular securities 
happen to be debenture bonds, mortgage bonds, or certifi- 
cates of stock. Amendment of Chapter XI will, however, 
be necessary to establish clearly the dividing line between 
corporations whose securities are “publicly held” and 
which are therefore subject to reorganization only under 
Chapter X and those corporations which may reorganize 
under Chapter XI because their securities are not publicly 
held. A bill to establish this dividing line was introduced 
at the present session of Congress by Mr. McLaughlin, 
but I understand it has been pigeonholed for the present 
session. 

Imposing upon an arrangement under Chapter XI the 
test that it must be fair and equitable in the sense of the 
Boyd case will greatly restrict the number and type of 
corporations which may be successfully reorganized with- 
out recourse to Chapter X. As I have heretofore pointed 
out, no plan of arrangement for an insolvent corporation, 
whose stockholders are not the active managers of the 
enterprise, can ever meet the test laid down by the U. 8. 
Realty case unless the stockholders make a contribution 
of new capital to the corporate enterprise. Whether such 
a requirement is realistic is a question which deserves 
serious consideration. Aside from the theoretical inequal- 
ity of permitting stock ownership to remain unaffected 
while cutting down the amount of creditors’ claims by 
way of a composition, why, it may be asked, should the 
creditors be penalized by the necessity of liquidating the 
corporation and thereby losing for themselves an outlet 
for their merchandise, rather than allow evidences of 
ownership in the form of stock certificates to continue in 
the possession of the original holders. 


What Is “Best Interest?” 


Under Section 12, the test was whether a composition 
was for the best interests of creditors, and the measure 
of that was whether the creditors would receive at least 
the same amount that they would have received on liquida- 
tion. This is what the framers of Chapter XI meant 
by the use in that chapter of the phrase “the best interests 
of the creditors,” rather than the meaning attributed to 
those words by the Supreme Court in the U. S. Realty 
case. 

In my judgment, a realistic approach would make the 
“best interest” test the one which should determine 
whether an arrangement should be confirmed, and serious 
consideration should be given to the question of elim- 
inating from Chapter XI the words “fair and equitable.” 
Certainly they have no application when the arrangement 
is by an individual or partnership, and certain it is also 
that it was never intended by the framers of Chapter XI 
that these words should be used as “words of art.” As 
it turns out, they were in fact words of disingenuity ra- 
ther than words of art, for they have led to an interpreta- 
tion of Chapter XI which the framers of that chapter 
never anticipated. 





Oo ere a aa ee IO ee ae 











Statistical Survey of Balance Sheets 


Talon, Inc., Makers of Slide Fasteners, Makes Important 
Study in Men's Clothing Industry 


Material Supplied Through Courtesy of J. M. Buckelew, General Credit Manager 


The information used in 

Ee study was obtained PURPOSE 
lu from Balance Sheets and 

Profit & Loss Statements 
furnished by the National 
Credit Office. Of a total of 
176 statements used, 137 
were dated December 31, 
1939, and 39 were dated No- 
vember 30, 1939. While 
manufacturers making both 
men’s and boys’ clothing were 
included, uniform manufac- 
turers, custom tailors and 
manufacturing chain store 
operators were excluded 
along with manufacturers op- 
erating a few retail outlets. 
The survey covers manufacturers mainly operating on the 
contract system and selling unbranded goods to inde- 
pendent retailers. 

The statistics developed from the study were prepared 
as arithmetical averages with the elimination of un- 
usually large or small concerns, an attempt being made 
to show an “average of average concerns.” 

It was decided to present most of the 1939 exhibits 
on the basis of both Profits and Losses which is the pre- 
ferred method as indicated by the comments we received 
on the 1937-1938 survey. 

Moreover, because concerns operating at a profit are 
separate from those operating at a loss, distortion in re- 
sults was avoided. Furthermore, by such a separation, 
the ratios more nearly approximate a standard that can 
be used in judging proper balance sheet and operating 
ratios required for successful operations. We could not 
include a three year experience in the above manner in 
this survey, but in 1941, yearly comparisons on the revised 
basis will be presented. 

The important function of the present survey of the 
men’s clothing industry is that it provides the industry 
with standard balance sheet and operating ratios against 
which to measure the experience of a single business. It 
is suggested that the individual manufacturer compare 
the ratios of his business with the one classification that 
corresponds with his particular net worth. Such pro- 
cedure will enable him to make a more accurate appraisal 
of ‘this ratios with a standard. 
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1. To establish standard balance sheet and op- 
erating ratios that will serve as a basis for 
comparison of individual companies. Cus- 
tomers of Talon, Inc., may use these stan- 
dards of the industry to measure the degree 
of their own efficiency. Since the standards 
are based upon a composite financial state- 
ment, it is impossible to determine the profit 
or loss movements of a particular firm. 

2. To provide a continuous body of information 
as a basis for detecting changes in financial 
conditions and in operations. 

3. To ascertain the significance of these move- 
ments in order to improve our credit ap- 
praisal in the industry. 


We suggest that where the 
services and advice of a cer- 
tified public accountant are 
available, the manufacturer 
present this survey to his ac- 
countant for study. Any con- 
structive criticism which the 
recipients of this survey may 
make will be welcomed. 

Realizing that ratios are 
sometimes interpreted differ- 
ently we are attempting to 
clarify the meanings by pre- 
senting the following explan- 
ations of terms and illustra- 
tions showing exactly what 
the ratios mean or the story 
they tell: 


Current Assets 


Total of cash, accounts and notes receivable from the 
sale of merchandise in regular trade quarters, inventory, 
listed securities when carried at the lower of cost or 
market, and United States Government securities. 


Current Liabilities 


Total of all liabilities due within one year from state- 
ment date including current payments on serial notes, 
mortgages, debentures or other funded debts. This item 
also includes current reserves such as reserves for taxes, 
and reserves for contingencies set up for specific purposes, 
but does not include reserves for depreciation. 


Liquid Assets 


Total of cash, accounts receivable, notes receivable and 
trade acceptances from the sale of merchandise in regular 
trade quarters if taken in payment of current accourtts. 


Tangible Net Worth 


The difference between the total assets and the total 
liabilities less any tangible items in the assets, such as good- 
will, trade marks, patents, copyrights, leaseholds, mailing 
lists, organization expenses, and underwriting discounts 
and expenses. 

W orking Capital 


The difference between the Current Assets and the 
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Current Liabilities. 

Nore: While some authorities differentiate between 
Liquid Capital and Working Capital by defining Liquid 
Capital as the difference between Current Assets and 
Current Liabilities, and Working Capital as the difference 
between Current Assets and Current Liabilities plus 
funded indebtedness such as bond issues, we feel that the 
term Working Capital as representing the difference be- 
tween Current Assets and Current Liabilities has become 
so familiar as to justify its use in that sense in this survey. 
Further, the concerns under study all had a Net Worth 
under $200,000 and were without funded indebtedness. 

Therefore, as previously stated, Working Capital as 
here employed means the difference between Current As- 
sets and Current Liabilities. 
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Inventory Turnover (Based on Net Sales) 
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The result obtained by dividing the annual net sales 
by the statement inventory. This percentage is determined 
to ascertain the liquidity of the inventory. This quotient 
does not represent the actual physical turnover. If it 
were possible to obtain complete operating statements 
consistently from year to year, a ratio based on cost of 
goods sold would furnish a more accurate turnover of 
inventory, but inasmuch as most concerns do not issue a 
complete income statement, the turnover based on net 
sales is more commonly used. 


| } 


20261 L$ 


TI9‘sgIs 
ee 
820°0b2$ 
£82882 
19€'602S 
T61‘Z81$ 
280621 
OF9'SzI$ 


UOtyBULO 
bSL‘06I$ 
696'°STS$ 

(uray 10d) 
says }aU 
eSBIOAY 


60°% 
40% 
£2 °Z 
06°T 
00°% 
19'T 
10°% 
88° 
eStats) 
“qty ‘mo 
0} Sjosse 
“Ing 


82'T 
(seurt,],) 
“qsl| “ino 
0} S}esse 
*bYT 


Receivables 


qet 
"mo 04 


YOK JON 


The term Receivables, includes all open accounts, notes 
receivable, and trade acceptances receivable from the sale 
of merchandise in regular trade quarters, and the total 
of all discounted notes or receivables hypothecated. 


Net Sales 


The dollar volume of business transacted for 365 days 
net after deductions for returns, allowances, and discounts 
from gross sales. 


Collection Period 


The number of days that the total of trade accounts 
and notes receivable (including assigned accounts and dis- 
counted notes, if any), less reserves for bad debts repre- 
sents when compared with the annual net credit sales. 
Formula—divide the annual net credit sales by 365 days 
to obtain the average credit sales per day. Then divide 

‘the total of accounts and notes receivable by the average 
credit sales per day to obtain the average collection period. 


Net Profit 


Profit after full depreciation on buildings, machinery, 
equipment, furniture, fixtures and other assets of a fixed 
nature; reserve for taxes; reduction in the value of in- 
ventory to cost or market, whichever lower; charge-offs 
for bad debts; all miscellaneous reserves and adjustments; 
but before dividends or withdrawals. 
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What the Ratios Mean 
(All examples based on Classification 1—Profit Group) 
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1. Current Assets to Current Liabilities 


The ratio of 2.10 to 1.00 indicates that there are 
$2.10 with which to pay every dollar of current in- 
debtedness. ‘This may be considered a safe ratio if 
the ratios following reflect (Continued on p. 21) 
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What to Check in Annual Statements 


The Balance Sheet in Credit Analysis Work 


By B. P. Murphy, Link-Belt, Ltd., Toronto, Canada 


I recall vividly a crack that a lawyer friend of mine 

made many years ago when I went to him to swear 
lu an affidavit, when he stated that “the truth is some- 

times found in an affidavit.” I think many of you 
will agree with me that the same may be applied to some 
of the financial statements you have been called upon to 
study before granting credit to a prospective customer. 

With credit information available from the National 
Association, and for us in Canada with the Canadian As- 
sociation, together with mercantile credit houses, we are 
usually in position to pass credit on many orders without 
reference to financial statements. However, frequently 
it is necessary and imperative that we must have up-to- 
date financial statements available. Then deliberate study 
must be made of those statements. 

An order is attractive to a company just so long as 
there is a reasonable chance of getting paid for it. Getting 
paid for it usually requires that intelligent consideration 
be given by the credit department during the time the sale 
is in the process of being made, and up to the time it 
results in an order. When this is done, the credit depart- 
ment is then in position to proceed immediately to get 
additional information from the prospective customer if 
their investigations have shown it is necessary that they 
do so. 





Check Working Capital First 


One of the first conditions to my mind that should 
be investigated and considered when a financial state- 
ment is received is the position of the working capital 
of a company. You all know that the working capital 
consists of those assets which can be readily realized upon, 
less those liabilities that have a direct call upon those 
assets. 

In studying a balance sheet, cash is a major item. With 
an authorized audited balance sheet, the cash figure usually 
is one that is verified by certificates given direct to the 
auditors by the banks where the balances are located. 
However, this condition does not apply to accounts re- 
ceivable, notes receivable and inventories. 

There are accounts receivable, and again accounts re- 
ceivable. With the general balance sheet, an item is 
found under accounts receivable. The amount showing 
there might be a decided help in showing what is apparent 
as a very healthy ratio of current assets to current liabili- 
ties, but if those accounts teceivable were examined and 
properly aged, and examined as to their possibility of col- 
lection, an entirely different condition might be found. 
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The same refers to notes receivable. What is the his- 
tory of the items which go to make up the notes receivable 
amount, when are these notes due? What do they cover? 
Are they notes taken to cover accounts which were already 
long overdue and possibly at the time the notes were 
taken, should have been written off, or at least transferred 
to suspended accounts receivable? 


Inventories 


Inventories are usually included in working capital and 
classed as current assets. When audits are made, as I 
said above, cash is usually certified to by bank certificates 
and cash on hand by actual count at the time of audit. 
Accounts receivable can be verified by check with the 
actual customers, and verification by them of the out- 
standing balances as shown in the accounts receivable 
ledger. 

Notes receivable must be supported by actual notes 
available and further check with the companies who have 
furnished these notes. 

However, it is an entirely different condition when 
you get into inventories. A business can win or lose on 
their inventories. As long as inventories are considered 
as current assets, they need more study, to my mind, than 
the other items that enter into the class of working capital. 
How often is the inventory turning over? Is the com- 
pany in question giving sufficient attention to inactive and 
obsolete items? Are they watching the market from a 
competitive standpoint? Have they included in these in- 
ventory figures cost values of items that are gradually 
losing their place in the market? Have the items included 
in the inventory been set up from a value standpoint at 
a proper valuation when they have been purchased or 
when they have been manufactured in their own shops? 
I think I am safe in saying that auditing an inventory is 
a pretty difficult thing to do as compared with cash, ac- 
counts receivable, notes receivable, etc. I would therefore 
suggest, when studying a balance sheet, that a very close 
comparison should be made of the inventory value shown 
as compared with the company’s regular monthly sales. 


What of Fixed Charges? 


Consideration also must be given to fixed charges. Is 
the plant and equipment top heavy for the amount of 
business available for the investment involved? What 
are the current obligations against this plant and equip- 
ment? What effect are those current obligations going 
to have on the available working capital? Has the com- 
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pany an expansion program under way that might be ill 
advised, under all conditions, and have serious effect on 
their ability to pay you when your accounts become due? 

What about investments? Are they government bonds 
readily realizable, or a miscellaneous assortment of dif- 
ferent types of stocks and bonds which have been used as 
collateral to borrow cash from banks? Are they those 
types of stocks and bonds which a business recession or 
depression would cut their value in half and wipe out 
the cash position or seriously impair it? Are they direct 
investments in other companies, which companies are pos- 
sibly already in operating difficulties? 

In covering the assets, I have tried to cover those items 
that have considerable bearing and effect on a company’s 
ability to take care of their obligation. 

Now to get to the other side of the sheet and current 
liabilities. 

Bank loans can be verified by certification by the bank. 
However, the obligation to the banks as to repayment of 
the loans may be a direct charge against current working 
capital, depending on the arrangement with the bank, and 
if those obligations are too severe, may have a serious ef- 
fect on the working capital. 

Accounts payable can be verified by direct check by 
the auditors with the companies to whom these accounts 
are owing. The total amount of accounts payable may 
seem out of line with the cash and accounts receivable. 
However, investigation might show that a considerable 
portion of these accounts might be payable on an extended 
time basis. If this were the case, you might find that 
the accounts payable, with their extended payments, would 
tie in with the company’s operation, and clearly indicate 
that with regular operation by the company, the accounts 
payable are normal and not out of line. 


What of Mortgages? 


Are there any mortgages on the fixed assets? If so, 
what are the obligations? Is there by any chance a 
chattel mortgage on the whole plant? These items are 
additional ones that should be given careful study. 

How does the invested capital compare with the amount 
of business the company is doing and has available for its 
production, and what is the net return on the investment? 

If the company has been steadily showing decreases on 
its sales volume each year, and the ratio of the sales 
dollar to the invested dollar is decreasing each year, this 


- should be given careful thought. 


If the company has passed their bond interest and not 
paid any dividend to its stockholders for a given period, 
and is showing reductions in its surplus account each year, 
here again is something to be watched and given con- 
sideration. 

Another major item which I have not mentioned up 
to now under the heading of liabilities is that word that 
has come to the forefront so decidedly, and that is the 
word “Taxes.” 


Taxes Must Be Considered 


Being connected in Canada with an American com- 
pany, I am familiar to a slight degree with some of the 
taxes that are now in effect in the United States. How- 
ever, being a Canadian and having taken care of our 
company tax returns in Canada for a great many years, I 
feel that I am quite familiar with all taxes applying to 
an industrial company. This applies to federal, provincial 
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and municipal taxes. When you see an amount as a 
liability for any of these taxes, hasten to get those in your 
calculations as to the liabilities outstanding, for I think I 
am very sure that if you do extend credit to a given com- 
pany, those taxes which are shown on the balance sheet 
that you have given consideration to are more than likely 
to be paid before you get your money for the credit you 
have extended. 

The last item I am going to mention is depreciation. 
If possible, I would suggest that when getting financial 
statements, you should try to get depreciation separated 
as to buildings and equipment. The statements more than 
likely will show the gross value of buildings and equip- 
ment. The relationship of the gross value, both of build- 
ings and equipment, should be compared with the values 
shown for the amount set up for depreciation. This 
would indicate to you, taking all other matters into con- 
sideration in connection with the company, if the com- 
pany has been properly charging depreciation, and if those 
net values are close to being correct. 


Liquor Wholesalers Show 
Turn-Over of 9.7 Times 


W. B. Talbot, Frankfort Distilleries, Inc. has made 

some interesting studies of the financial statements of 

lu liquor wholesalers. One of these has to do with the 

average turnover of net worth by the middle men in 
this line. He reports: 

“In 1939 the typical wholesaler had an annual turnover 
of tangible net worth of 9.7 times. A five year comparison 
shows 14 times in 1935, 12 times in 1936, 10.1 times in 
1937 and 8.7 times in 1938. As earnings are retained in 
the business, the net worth shows an increase which will 
naturally reduce the number of times it is turned over 
providing there has not been a phenomenal increase in 
sales volume. 

“Here is an item that is worthy of study, the typical 
wholesaler’s average collection period. It is encouraging 
to note that his average collection period of 34 days in 
1939 does not show an increase for the first time in five 
years. In 1935 his average collection period was 24 days, 
in 1936 26 days, in 1937 31 days, in 1938 35 days. It is 
to be hoped that this checking of the constant rise in the 
collection period of the wholesaler is to be a permanent 
one. You may draw your own conclusions as to what 
caused this steady rise each year, as to what checked it is 
more or less debatable. In discussing this with whole- 
salers throughout the country, some wholesalers attribute 
it to various state laws that regulate the maximum terms 
of credit that can be extended by the wholesaler to the 
retailer, Others say ‘no’ and offer various other reasons. 

“To give you some idea of the typical liquor whole- 
saler’s ability to discount his merchandise purchases or 
even pay them within a thirty day period, which I believe 
are the customary maximum terms extended by the dis- 
tiller, he is owing for 45 average days sales to his merchan- 
dise suppliers. In 1937 this figure was 33: days. 

“That the typical wholesaler is carrying a larger inven- 
tory is reflected in the following figures. In 1939 his 
inventory represented 52 average days sales. In 1937 it 
was 44 average days sales, and in 1938 42 days sales. 
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Will Banks Capture Sales Financing? 


Census Survey Shows Trend in That Direction 


tric refrigerator on time payments, it was almost a 
100 to 1 bet that her “paper” was handled by a sales 
finance company. The finance company probably did 
not have enough capital to handle the business of all the 
Mrs. Whosises who bought refrigerators, vacuum clean- 
ers, washing machines and other household equipment, 
and the banks loaned large sums to them at low rates of 
interest and the finance companies in turn loaned it out 
to Mrs. Whosis and her friends. But today the banks 
are taking the cream of this time-payment loan business 
direct and are pocketing the larger profits themselves. 
This information is revealed by a study of sales-financing 
just published by the Bureau of the Census in the Depart- 
ment of Commerce, which points out that since 1934 the 
amount of sales-finance business being handled by banks 
is showing a tremendous increase. A summary of this 
survey by Vergil D. Reed, Assistant Director of the 
Census, points out: 


= Previous to 1934, when Mrs. Whosis bought an elec- 
ku 


Banks Get Into This Business 


“Since the start of the business, sales finance companies 
have been heavy borrowers from banks, but increasingly 
since 1934 banks have entered the sales finance field them- 
selves and are purchasing large quantities of retail install- 
ment paper from dealers or lending to their customers to 
finance installment purchases, particularly of motor cars 
and household appliances. At the end of 1939, bank hold- 
ings of this class of paper totaled $541,243,000, or 28.6 
percent of the combined holdings of banks and sales finance 
companies. Of the 13,493 insured commercial banks in 
the country 10,381 reported that they handle retail install- 
ment paper. This is independent of the business of per- 
sonal-loan departments of banks. The reports from banks 
were received through the cooperation of the Comptroller 
of the Currency, the Board of Governors of the Federal 
Reserve System, and the Federal Deposit Insurance Cor- 
poration. 

“A comparison of sales finance company holdings and 
bank holdings of retail installment paper, by States and 
115 principal cities, shows fundamental differences in bank 
policy in different parts of the country, caused by differ- 
ences in State banking laws, branch banking, the desirabil- 
ity of sales finance companies as accounts, and varying 
degrees of conservatism in the attitude of bank manage- 
ments toward new types of business. 


Pull up Even in Some States 


“In six States the holdings of sales finance companies 
and banks are practically identical in amount. The States 
are California, Minnesota, Nevada, New Mexico, Vir- 
ginia, and Wyoming. In nine States (Idaho, Iowa, Kan- 
sas, New Jersey, New York, Oklahoma, Oregon, South 
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Dakota and Vermont) banks hold practically half as much 
paper as sales finance companies. Alabama bank holdings 
are hardly more than 10 percent of sales finance company 
holdings, while banks in Rhode Island and South Carolina 
hold less than 10 percent as much of this class of paper as 
is held by sales finance companies in those States. 

“The report also shows great differences in bank policy 
as between cities. New York, San Francisco, San Diego, 
St. Paul and Evansville (Ind.) banks hold more retail 
installment paper than is held by sales finance companies. 
In Los Angeles, South Bend, Newark (N. J.), and Spo- 
kane the banks hold more than half as much as sales finance 
companies. In contrast, there are 29 cities in which bank 
holdings are hardly 10 percent, or even much less than 
10 percent, of the holdings of sales finance companies, and 
the list includes such cities as Chicago, Milwaukee, At- 
lanta, Jacksonville (Fla.), Birmingham, New Orleans, 
Memphis, and Denver. Other cities in this category are 
Albany, Charlotte, Dayton, El Paso, Little Rock, Miami, 
Oklahoma City, Omaha, Peoria, Providence, Pueblo, Read- 
ing (Pa.), Salt Lake City, San Antonio, Syracuse, Tampa, 
Toledo, Waterbury (Conn.), Wichita, Worcester, and 
Youngstown. 


Ahead in New York 
“Extremes are illustrated in the following table: 


In thousands—000 omitted 


Finance Co. Bank 

City Holdings Holdings 
ea Lien es $49,950 $52,860 
San Fraecisco ............ 13,341 13,800 
DO. Vales oewwads 3,172 3,443 
CN, ee ed gta 1,989 4,376 
Dene. See sak. 4,793 5,765 
EN hie Gavi bg. aiele tee 64,096 4,179 
Se Viccdecantedessss 18,783 1,923 
NOS Cd a a isan e 15,420 1,431 
ere 13,809 408 
Ne gS A aes ws 13,430 407 


“The census shows that 74.5 percent, or more than 
$1,483,000,000, of the retail paper purchased by sales fin- 
ance companies in 1939 was automotive, 23.5 percent was 
for household items such as electrical appliances, radios, 
and furniture, and less than 2 percent covered soft goods, 
jewelry and similar items. Aircraft paper, not yet much 
of a factor but growing in favor, totaled only $581,000 
in 1939. How much more was held by aircraft manu- 
facturers and dealers is not indicated. 

“In order to provide some measure of the position of 
sales finance companies and banks in relation to finance 
companies in the personal-loan and allied fields, the report 
includes a series of estimates accepted as reliable by the 
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industries involved, of the amount of business done by 


industrial banking companies, personal-finance companies, 
credit unions, the personal-loan departments of commer- 
cial banks, and other lending agencies. 


Billion Now Outstanding 


“Tt is evident from cited estimates of responsible au- 
thorities in these fields that something over $1,000,000,- 
000 of personal-loan indebtedness is outstanding, in addi- 
tion to about $1,890,000,000 of sales finance paper in the 
hands of finance companies and banks. The amount of 
accounts receivable on the books of retailers will be shown 
in a later Retail Census report.” 

Some interesting sidelights on the development of time- 
payment sales are shown in the following excerpt from 
the survey: 

“Retail installment paper arises from sales of merchan- 
dise on deferred payments, in millions of individual trans- 
actions between retailers and their customers. 

“Retailers sell either for cash, on open charge account, 
or on various installment plans. Each retailer elects the 
terms of sale, whether cash or credit. If he elects to ex- 
tend credit, he has the further alternative of offering open 
charge accounts usually payable in 30 to 60 days, or some 
form of installment credit with deferred payments extend- 
ing over an agreed period of weeks or months. If he elects 
to extend credit on deferred payments, he has the further 
alternative of financing the credit with his own capital by 
holding the customers’ notes until paid, or of obtaining 
cash immediately by selling (discounting) the customers’ 
notes, with or without recourse or further liability, to a 
sales-finance company or bank. 


Big Drop in 1933 


“The Retail Census provides a measure of the business 
done on credit. The amount dropped from 17 billions 
in 1929 to 7 billions in 1933, rose to 10.6 billions in 1935, 
and is estimated to have reached 13.5 billions in 1937. 
The 1939 figure is not yet available. 

“Evidence of indebtedness of the customer on open 
charge accounts is usually in the form of ledger accounts, 
posted from sales checks signed by the customer or written 
by the sales clerk in the ordinary course of business. Evi- 
dence of indebtedness on installment accounts is a signed 
instrument variously called a note, lease contract, condi- 
tional sales contract, or bailment lease, acknowledging the 
indebtedness (usualy including a financing or carrying 
charge) and describing the terms on which it will be paid. 
It is these signed instruments of indebtedness, either 
strengthened further by the endorsement or guarantee of 
the retailer (“with recourse”) or sold without recourse, 
that are handled by sales-finance companies and banks as 
retail installment paper. The amount not sold but held 
by retailers will be shown as installment accounts re- 
ceivable in the Retail Census. 

“Security for indebtedness on open accounts is seldom 
more than the credit standing of the customer and his im- 
plied promise to pay; the security on installment accounts, 
although primarily the trustworthiness of the customer, is 
usually some form of title instrument reserving title or a 
claim on the merchandise until the deferred balance is 
paid. Often the note and the title instrument are com- 
bined in the same paper, frequently called a lease contract 
or conditional bill of sale. 
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“When the retailer finances his own installment paper 
he usually holds the note and title instrument, endorsing 
thereon the periodical payments as made until the contract 
is completed, whereupon the note and title instrument are 
given to the customer. Financing its own receivables re- 
duces a retailer’s working capital available for merchan- 
dise, but it is still the usual practice of department stores 
and retailers of agricultural instruments, pianos, sewing 
machines, books, furniture, and jewelry. Such retailers 
frequently borrow on their general credit of which the 
strength of their receivables is an element, but seldom by 
hypothecation of the accounts. 


How Time Sales are Financed 

“When the retailer finances through a finance company 
he usually sells the note, protected by the title instrument, 
to a finance company at a flat price or agreed rate of dis- 
count. The finance company may buy the paper without 
the right of recourse, releasing the retailer from liability 
as an endorser, or with recourse so that the paper, if it is 
not paid in a satisfactory manner, may be turned back to 
the retailer without loss to the finance company. In prac- 
tice, a general repurchase agreement is often used, which 
is a continuing contract under which the retailer agrees 
to repurchase any goods repossessed by the finance com- 
pany within 30 or 60 days, thereby avoiding separate en- 
dorsement of each note. 

Another method of financing installment sales is for the 
retailer to borrow from a finance company or bank on his 
own note protected by the pledge of an agreed additional 
amount of installment notes or conditioned sales contracts, 
with the right to withdraw satisfied or defaulted notes 
and substitute others. If the retailer continues to receive 
the payments from his customers, he usually pays the full 
amount or an agreed percentage of such collections to the 
finance company or bank to reduce the amount of his own 
loan balance. Such loans are not purchases of retail in- 
stallment paper, and are not included in this census. Fin- 
ance companies often borrow from banks on the same plan 
of pledging but not selling their holdings. Frequently a 
trustee is designated to hold the paper for the protection 
of all creditors pro rata, and certify the amount and char- 
acter thereof periodically. 

Still another variation of this method of financing is 
for a retailer to turn over his installment notes to a finance 
company for collection, establishing thereby a line of credit 
against which he may draw certain amounts proportionate 
to the value of the remaining balances of the installment 
notes. The finance company does the collecting but does 
not buy the paper, merely crediting the payments to the 
loan account of the dealer. Such transactions are classi- 
fied as business loans and not sales finance. 


SUMMARY ANALYsIS OF RETAIL SALES, 1929-38 
[Census figures for 1939 not yet available] 


Open Install- 
Total account Per- ment Per- Cash Per- 
sales sales cent sales cent sales cent 
Year (000) (000) (000) (000) 
1929 Retail Census. $49,115 $10,290 21.3 $6,500 13.0 $32,325 65.7 
1933 Retail Census 25,037 6,944 (27.7 percent) 18,093 72.3 
1935 Retail Census. 33,011 7,041 21.3 3,599 10.9 22,371 67.8 


1936 estimated For- 
eign and Domestic 
Commerce ...... 37,940 8,160 21.5 4,489 11.8 25,291 66.7 
1937 estimated For- 
eign and Domestic 
Commerce ...... 39,930 8,828 22.1 4,627 11.6 26,475 66.3 
1938 estimated For- 
eign and Domestic 
Commerce ...... 35,425 7,921 22.4 3,309 9.3 24,195 68.3 


Installment sales proportion for 1929 based on 5-State a applied 
to United States totals. For 1933 the open-account and installment pro- 
portions are not available separately. 
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policies I would ask that you reflect for just a few mo- 

ments on some of the economic developments that have 

transpired since the Civil War Period. I have felt for 
some time, that, if we were to have a clear understanding 
of and find an eventual solution to many of our problems, 
we must first obtain a clear picture of what has gone 
before and what has brought them about. Oftentimes 
inquiry into the past throws a light on the present. 

Let us consider the period which followed the Civil 
War. Distribution and credit were vitally affected by 
poor transportation facilities. Distance to markets was a 
pressing problem. Long terms were the order of the day. 
In that era the credit grantor was required to perform 
the function of the commercial bank. We had no Federal 
Reserve System or National Banking Act. Even our 
national currency was a very uncertain entity. That 
period of commercial history was free from government 
regulations as well as the multiplicity of taxes with which 
business must reckon today. 


= Before touching upon some of the current distribution 
he 


Period of Expansion 


Then came the period of commercial and industrial 
development with the opening of new frontiers, the enact- 
ment of a bankruptcy system, at least for the require- 
ments of those times, and a sound currency were the order 
of the day. Those periods from 1890 to 1910 show the 
consolidation of business enterprises, the merger of many 
small units into various national systems and the forma- 
tion of such large national corporations as the United 
States Steel Corporation all well known to you. The so- 
called “Diamond Jim Brady” era was perhaps one of the 
most fascinating in the history of the development of 
American business. 

The part which our own Association of Creditmen has 
played is well known to you. With the enactment of im- 
proved bankruptcy statutes came the anti-trust laws. 
However, the so called “Golden Age” was a period when 
the majority of laws enacted by Congress were for the 
benefit of business and regardless of the legal composition 
of a particular kind of business, be it large or small, it 
was able to adjust itself within a comparatively short 
period of time to the new laws. 

Creditmen have been taught and might I go so far as 
to say disciplined that credit is based upon three funda- 
mentals; namely, character, capacity and capital. From 
the late ’90’s to the time of the depression this yardstick 
of credit granting has tied in very nicely with the dis- 
tribution of economic goods in both countries. 





By Howard S. Almy, Assistant Secretary, 
The Collyer Insulated Wire Co., Pawtucket, R. I. 
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Distribution Problems That Affect Credit 


Some Legislation That Adds to Selling Costs 


Have you stopped to realize what problems confront a 
manufacturer or distributor today in the distribution of 
his product? Since 1932 the Robinson-Patman Act has 
been enacted; a law which will certainly affect distribu- 
tion and credit policies as time goes on. The Tydings. 
Miller Act, the unfair practice acts and fair trade acts 
of the several states are in effect and on top of all this 
we have the various state income taxes and a variety of 
sales taxes and last but by no means least the foreign 
corporation laws and taxes regulating the corporation’s 
activities within a certain state and, in my opinion, cir- 
cumventing the inter-state commerce law. 

Notwithstanding all of these man-made laws, we have 
the problem of unrestrained competition and inventory 
speculation. In all lines of industry manufacturers have 
courageously faced this situation by producing new prod- 
ucts and improving old ones, all of which has been 
brought out after careful study and research. Yet when 
it comes to the distribution credit is extended beyond the 
proper bounds and price structures fail. 

History repeated itself in 1937 and 1939 with inventory 
speculation soaring to unhealthy levels. I predict that 
these conditions will plague our distribution system and 
adversely affect our credit policies just as long as many of 
these new laws and particularly those of the Federal 
Trade Commission make it impossible for each industry 
to solve these problems. 

I now want to discuss with you some of the laws which 
many of us have not realized are indirectly affecting our 
distribution policies and consequently our credit pro- 
cedure and technique. 


Corporation Tax Problems 


Take your own line of business, machinery and sup- 
plies. It is a foregone conclusion that at least a good 
percentage of our companies must of necessity maintain 
merchandise at strategic points throughout the country. 
Immediately you are confronted with the foreign corpo- 
ration tax problem as well as the various state and munic- 
ipal property and sales taxes. What has this done to 
distribution? It has simply meant this; that instead of 
selling a great many customers in a given locality you 
are now confining your business to fewer outlets probably 
selling your product outright in order that you may con- 
tinue doing business in inter-state commerce. 

As credit executives we have been taught to diversify 
our risks; in other words it is much better to extend credit 
in the total amount of $10,000 to ten accounts rather 
than to extend the same amount to only one customer. 
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It simply means that today a greater care in the selection 
of the credit risk must be exercised. It means that you 
will be compelled of necessity to extend a much larger 
amount of credit to the individual account. 

A few years ago if you purchased your automobile on 
time payments you never mentioned it across the bridge 
table and you didn’t tell your best friend. There was a 
stigma to it, but not so today. The automobile industry 
has taught America to buy today and pay tomorrow. 
Installment selling knows no bounds; electric refriger- 
ators, furniture, and, yes, machinery is now being sold 
in this manner. I suppose it won’t be long before Mr. 
Ryan will have to set up a credit system for a subsidiary 
company when individuals begin to buy airplanes in large 
numbers. 

Pledging of Accounts 


What has this new trend in distribution brought about? 
It has shown business men how to borrow on an asset 
which up to a very few years ago was never pledged or 
hypothecated. I speak now of the pledging of accounts 
receivable. In less than a decade the banking fraternity, 
who used to consider such a practice the last step before 
bankruptcy on the part of a customer, is now tapping 
this reserve to its very limit as security for collateral 
loans. A few days ago our local newspaper carried a 
quarter page advertisement of one of our largest banking 
institutions in Rhode Island. ‘This advertisement ex- 
plained the ABC’s of borrowing on your accounts re- 
ceivable. 

I happen to know a bank official whose institution began 
several years ago to experiment with this type of loan. 
Today it is one of the most profitable ends of the bank’s 
business. There is one redeeming feature of the banks 
getting into this field; they have brought the cost down 
materially and many of the abuses which the smaller or 
individual finance companies were guilty of have been 
checked. 

What effect has this on your credit policy? Simply 
this; one of the best assets upon which you have based 
the line of credit in the past has been tapped and the 
most liquid portion of it pledged and in the event of 
liquidation is not available for the retirement of unsecured 
creditor claims. Our Association has been giving a great 
deal of attention to this development. Sooner or later 
unsecured creditors must have some way of knowing when 
receivables are hypothecated. We have no right to say 


’ to our credit risk that he cannot follow this practice if 


he wishes, but I say we have a perfect right to know 
when he is resorting to this practice. I cannot recom- 
mend too strongly that in granting your credit you check 
this point carefully and treat each individual account upon 
its own merits. 


The Installment Problem 


I happen to know that in the jobbing end of the ma- 
chinery business installment selling has developed to sub- 
stantial proportions. You who are in the manufacturing 
end of the business should check your jobber or distribu- 
tor’s policy. The degree of control that is exercised and 
particularly the length of time that installment contracts 
are to run are of paramount significance. 

I now want to take up with you another development 
in the present day methods of distribution which will have 
a further vital effect on your credit policy. I now speak 
of field warehousing or the hypothecation of merchandise 
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inventory. In the vernacular, business has only recently 
discovered that funds for trading operations may be pro- 
vided by using the merchandise inventory as collateral. 
As long as the particular commodity or article can be 
identified and evaluated we now have the machinery and 
complete set-up to carry out this method of financing. 
The machinery and supply business is one which lends 
itself very readily, in my opinion, to this type of practice. 
I am not sufficiently acquainted with your industry to 
know just how far it has taken hold, but I make this 
prediction that if this practice has not already begun 
to assert itself, you are going to be compelled to deal 
with it very shortly. As in the case of pledged receiv- 
ables, we credit executives not only must determine if 
the receivables are free of any encumbrances but also if 
the merchandise inventory is unpledged. 

As I have already stated the present-day political phil- 
osophy basically has the social level of the individual for 
a background and out of this has arisen, since the NRA, 
the Robinson-Patman Act and the many fair trade laws 
of the several states. As I see it, the Robinson-Patman 
Act has not been universally applied and the administra- 
tors of this law appear to have preferred to take one in- 
dustry at a time and apply its provisions as the circum- 
stances warrant. 


What of Cash Discounts? 


Your policy as it relates to trade and cash discounts 
in your own company deserves a careful and critical 
study. I will not attempt to go into the abuses and 
their correction because another speaker is scheduled to 
cover this subject, but I do make this prediction that if 
the Robinson-Patman Act and some of the state fair 
trade laws are universally applied and enforced, cash 
discount may ultimately be abolished. I do not want to 
go on record as making this a definite prediction, but in 
a number of lines of industry its abolition is a fact. 

The machinery business is either a prince or a pauper. 
When it is good, profits invariably are above the average 
and when it is bad, well, we just don’t talk about it. 
The prevailing tendencies toward inventory speculation 
and unrestrained competition, along with the laws which 
you have to deal with today, mean that the peaks and the 
valleys on the chart are going to be much larger, and in 
order to keep a balance production and a healthy clear 
picture, your technique and initiative will be taxed to 
the limit: 

In discussing the distribution and credit policies, as I 
see them today, I offer no panaceas for your consideration 
in passing through a period of transition when these many 
new laws affecting distribution and credit will have to 
be interpreted and applied. I believe we, as credit execu- 
tives, can do a great deal to strengthen our distribution 
and credit system by applying the brakes to inventory 
speculation. You have it in your power to limit the 
amount of credit that is to be extended in each individual 
case. You likewise can inquire if receivables are hypothe- 
cated and if merchandise inventory is being pledged. Over 
a period of time it is within your reach to become fa- 
miliar with many of the new laws which I have men- 
tioned, but finally may I remind you that the credit 
structure is still based upon the three well known funda- 
mentals; namely, character, capacity and capital. What 
better purpose could credit men attain than to apply these 
principles. 
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“Straight Line” Speed in Credits 


Simplified Records Hasten Shipment of Orders 


By Harry Wilkinson, Credit Manager, John B. Stetson Company, Philadelphia 


One of the greatest American contributions to tech- 

nical efficiency has been straight line production in 
industry. We have tried to apply this principle to 

our credit work. The raw material, in this case, is 
the customer’s order. It should go into production with 
the least possible delay. As we see it, we have the twin 
job of speeding the order through and protecting our com- 
pany’s interests. 

Speed implies simplicity. So we have reduced our 
credit operations to what we regard as the essential min- 
imum. Our first step is to sort all incoming orders. 
Secondly, we check these for credit rating. ‘The third 
procedure is to check against our credit file. 

This file contains the names of those accounts on which 
we have a credit record. It is not filled with the names 
of thousands of accounts which have discounted their 
bills for years and present no credit problem. While 
many companies maintain elaborate credit records of all 
their accounts, we feel that this is a needless formality. 
It becomes, in fact, a sort of bookkeeping, with regular 
entries of “ordered, shipped, paid.” Even a card file 
of this sort can become, over a period of years, bulky. 
It requires a regular amount of clerical effort and, in the 
end, only indicates that a reliable account is still reliable. 
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Our credit -record file is reserved for accounts that 
present some non-routine element. This may be a definite 
credit limit, a prepayment restriction, the requirement of 
confirmation or some other factor. 

Some years ago, in re-planning our offices, we investi- 
gated all available types of visible files for our work. 
We decided upon a wheel type file. At the time, our con- 
sulting engineers estimated that it would require one and 
a half clerks to operate our file. In actual practice, the 
work takes up half the time of one employee. Although 
it contains more than 2,000 accounts, our Credit File 
occupies only an otherwise unused corner of our office. 

The illustration shows a sample of the record card we 
use. A simple system of flags gives us additional informa- 
tion. A green flag, for instance, indicates that con- 
firmation is necessary, another color warns us to watch 
the limit. Each card fits into a slot and, when special 
conditions arise, such as the necessity for prepayment, 
a very visible note is inserted in this slot. Red is the 
danger signal. Overdue accounts are placed on a red 
card. We keep our signals few in number and very 
definite in color. No one can mistake the meaning of 
any signal in our files. 
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If our credit wheel shows 
no record against an account 
and the rating is satisfactory, 
the order is ok’d and goes 
through into production with 
no time lost. 

When an account appears 
on our wheel, the record is 
noted on the back of the order 
and this goes to the Book- 
keeping Department for a 
check on the present condi- 
tion of the account. Then 
the Credit Department de- 
cides, on the basis of rating, 
paying experience, the pres- 
ent amount owing, if any, and 
the financial information on 
our file, what disposition to 
make of the order. We keep 
complete up-to-date financial 
information on every account 
appearing on the credit wheel. 
In recent years vast improve- 
ments have been made in 
credit reporting, which assist 
us in keeping credit files cur- 


The Accounts Receivable 
clerks notify us of overdue 
items and we immediately 
flag the account on our wheel 
and notify the Shipping De- 
partment to refer any orders 
that may be going through 
to the Credit Office for final 
OK beforeshipping. Through 
this system the only orders 
which are delayed by a credit 
check-up are those from ac- 
counts, orders for which we 
feel it necessary to hold for 
more complete information or 
pending the liquidation of 
present indebtedness. ‘These accounts are reviewed reg- 
ularly. 

Our collection and credit departments are separated 


straws. 


physically and, if I may say so, “spiritually.” Our man- 


ager of collections bases his activities on reports given 
him by the Bookkeeping Department, which adjoins his 
office. Using the ledger figures as a basis, he institutes 
what collection efforts he thinks appropriate. While our 
collection letters inevitably follow a certain pattern, we 
do not make much use of what are commonly called 
“form” letters. The type of letter sent varies with the 
individual case and the past record of the account. Or- 
dinarily, we find that courteous requests and reminders 
are sufficient. Sometimes it becomes necessary to get 
tough. I am not brought into the collection picture unless 
an account becomes a “problem child.” In this case, the 
matter is referred to me to take what action I think 
appropriate. 

In our experience, collections are a minor problem. 
We have very little need of recourse to legal proceedings 
and are fairly free from the necessity of exerting undue 
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Wherever the U. S. A. language is spoken, Stetson 
means hat. To some of us, the name Stetson 
brings back memories of Frederick Remington’s 
drawings of the Old West and our firm ambitions 
to become cowboys or Texas Rangers. 

eae Today, Stetson also means hat style. 


A few summers ago, the straw hat business was 
pronounced dead. Stetson applied style to straw 
hats. New materials were used. Innovations were 
made in hat bands. Comfort was increased. The 
past summer saw a phenomenal increase in the 
wearing of straw hats. The 1941 outlook is even 
brighter. It is generally acknowledged that Stetson 
was one of the big factors in the comeback of 


Readers of Credit and Financial Management 
will be most interested in the methods described 
in the accompanying article. They may, however, 
like to add to their “facts we don’t believe” file 
the knowledge that, in men’s hats, one of the least 
important sales appeals is style! 





pressure on accounts. 

One reason why our col- 
lections headaches are few is 
our care in accepting new ac- 
counts. We consider the 
Stetson franchise a valuable 
asset to a dealer. We pride 
ourselves on the high quality 
of dealers handling Stetson 
hats. We want them to be 
business leaders in their com- 
munities — or potential lead- 
ers. Moreover, we want 
dealers to sell Stetson hats 
and to pay for their merchan- 
dise promptly. 

Every Stetson salesman 
knows that we require an up- 
to-date financial statement 
and a set of current operating 
figures, when we open an ac- 
count. We will not ship 
an order for a poorly rated 
account without a financial 
statement. Our salesmen 
make a point of this, in solic- 
iting a new account. This 
is one reason why we have no 
difficulty in securing finan- 
cial statements. The account 
expects a request for this in- 
formation from us. He knows 
that, until we receive his 
statement, his order will not 
go through. We encounter 
very few who are unwilling 
to meet this requirement. 

Occasionally, we do meet 
resistance. There are a few 
retailers who are rock-ribbed 
individualists and refuse to 
concede to the demands of 
modern business. Every credit 
executive has met the hon- 
est, reasonably sound, retailer who has “been in business 
50 years and never furnished a financial statement yet.” 
We handle these rare instances, as you do, by getting all 
the available information we can and by using our best 
judgment. 

The majority of accounts which object to furnishing 
a financial statement are amenable to reason. When we 
write and tell such accounts why this policy is sound and 
why it is extremely important that they establish their 
credit on a firm basis with their principal suppliers and 
tell them that our policy is based on experience extending 
over the past 75 years successful operations, practically 
all of the accounts see the soundness of our reasoning and 
comply with our suggestion. 

In some instances, retailers object to furnishing a cur- 
rent financial statement and operating figures because 
they are not quite sure how to make these up from the 
records they keep. 

Even today, there are thousands of retailers with 
wholly inadequate record keeping systems. I presume 
that such retailers use an (Continued on page 30) 
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Streamlining Record Keeping 


Check-up Frequently on Useless Reports and Forms 


By J. S. Seidman, C. P. A., New York City 


assembling details or preparing reports that do not 

serve a real or vital purpose. Many also stand con- 

victed of going through a lot of double and triple 
tracking in bookkeeping work because of a tremendous 
amount of unnecessary and continuous re-writing of the 
same information from one record to another. The adop- 
tion of simple short-cuts will mow down this great waste 
of time and effort—and streamline the cost of record- 
keeping. 

Take the matter of useless forms and reports. Gen- 
erally, they are an inheritance from special situations or 
some temporary need. ‘The need may be over, but the 
form lingers on. An interesting test to apply to all 
“paper work’’, is to quietly eliminate a form or report 
from time to time, and see what happens. It should not 
be restored until someone yells for it and justifies the 
shouting. Like as not, it never will be missed. A large 
railroad company tried this out, and to its dismzy and 
delight effected a wholesale elimination of forms and re- 
ports. So, also, an industrial company found that it 
could reduce elaborate reports to just a few key figures 
that its executives were really looking at. 





oe every business is guilty of using forms or 
yi 


Time and Energy Wasters 


However, it is arch conspirator No. 2, the re-writing 
nuisance, that is the prolific time and energy waster. The 
loss is not only in the re-writing, but, also, in the need 
for checking back each re-writing, since the possibility of 
error is otherwise ever present. Suppose, for example, 
a purchase is made and the bill is paid. These are per- 
fectly simple transactions, but note the bookkeeping 
vagaries ordinarily involved. The bill is first recorded 
in a purchase book. It is then classified by product. It 
is then “posted” to the account of the vendor. On pay- 
ment, a check is made. The payment is then recorded in 
the cash payment book. It is then posted to balance the 
account of the vendor. 

In other words, we have here six distinct and sep- 
arate writings of the basic fact of purchase and payment, 
and six possibilities for error. Yet, those alert to the 
problem have found the answer in the preparation of a 
single document—a combination check and voucher—in 
number of copies sufficient to serve all six purposes with 
the one stroke. 

There is no limit to the extension of the principle in- 
volved. Take cash records. The popular practice, when 
a check is made, is to record the detail on the check stub. 
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The same is done with deposits. The cash book showing 
all receipts and payments is then written up from the 
check stub. This entails a double writing of the same 
story. Is the duplication avoidable? Easily. Some 
companies do away with the cash book by an extension 
and columnarization of the check stub. Others do away 
with both the check stub and the cash book. This they 
do by preparing checks and deposit slips in duplicate. 
The duplicates are then so used as to serve the same 
purpose as the records supplanted. 


Short Cuts in Records 


Sales and accounts receivable records hold out real 
possibilities. In this field it ordinarily takes a quadruple 
play to retire the side. The play goes from sales bill to 
sales summary and classification, to customers ledger ac- 
count, to customers end-of-the-month statement. Each 
time the base is tagged, there is a separate writing. Here, 
too, the mopping up process can be accomplished by mak- 
ing enough copies of the sales invoice so as to respectively 
serve for the four records without any further writing or 
ado. Actually, it can go way beyond these four records, 
Extra copies of bills can be used as shipping documents, 
as production and collection records, and for all sorts of 
analyses regarding salesmen’s activities and compensation. 

In this connection, using an extra copy of the invoice 
as the customers ledger account has been considered awk- 
ward where customers make part payments. But that 
myth is successfully exploded by providing a few simple 
rulings on the copy to permit of convenient recording of 
part payments. 

Statements to customers at the end of the month has 
been the bane of the bookkeeper’s existence. They con- 
sume an ungodly amount of time just when everything 
else is at the peak load. There are many ways of killing 
this cat. To begin with, statements need not—in fact, 
ought not—be sent every customer. Only those who 
want statements or who are not prompt payers, should 
get them. That wrinkle cut down the number of state- 
ments for one company by 80 per cent. Using duplicate 
copies of invoices as the statement of charges for the 
month avoids re-writing, produces automatic accuracy be- 
tween the statement and the bill, and makes all quiet on 
the end-of-the-month front. 

Another end-of-the-month aggravator is the bank 
statement. Banks send depositors a statement of their 
account every month. Reconciling the bank statement 
and the company’s books, is no small job. One way out, 
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is to get the statements at regular intervals during the 
month. The work will thus be smoothened out, while 
differences will be spotted more quickly. Or, if there are 
several bank accounts, the problem of the peak load can 
be overcome by staggering the monthly statements so that 
they come in from the different banks at different times 
of the month. 


Payrolls have become a serious bookkeeping headache, 
particularly since all sorts of payroll information must be 
filed with government departments. Elaborate payroll 
records for individual employees are the order of the day. 
However, companies that pay their help by check have 
an excellent record-saving opportunity. Individual em- 
ployee records can be dispensed with entirely. Instead, 
a duplicate copy of the check can take the honors. By 
filing the duplicate in envelopes kept for each employee 
and running off adding machine tapes when desired, the 
needed information, for whatever purpose, is obtainable. 

Then there is a book called the journal, where each 
month entries are made for depreciation, bad debts, ap- 
portionment of expenses, inventories, etc., etc. Though 
these are monthly repetitive entries, differing only in 
amount, the usual thing is to write them out in full each 
time. A simple rearrangement of the form of the journal 
makes this unnecessary. By providing columns for each 
month, the basic entry need be written but once and only 
the figures recorded each month in the proper column. 


More from Ledgers 


The possibility of doing away with ledgers altogether 
has already been touched upon. Where they are main- 
tained, they can be made to do much more work than is 
ordinarily true of them. For example, if a customer 
owes money both on open account and on note, the two 
are ordinarily kept in separate accounts and in different 
books. To find out what a customer owes in total, it is 
necessary to go to both sources. Inefficient and uncalled 
for! The whole story can be kept at one place, merely 
by providing columns in the ledger for open account and 
for notes. The same can be done to keep tabs on such 
items as consignments or memorandum shipments, or 
charges to customers for returnable containers. 

If it is true that time is money, then there is much to 
be saved by speeding up the preparation of financial re- 
ports for the executives. It is surprising to see how many 


companies are thrown for a loss of days or weeks in this 


respect by overlooking almost obvious short-cuts. For 
example, by simply arranging the accounts in the general 
ledger in the same order as they appear on the financial 
statement, the drawing-off of the statement itself is con- 
siderably simplified. Also, normally, statements give com- 
parative figures of the previous month or the previous 
year. That usually means copying figures from the pre- 
vious statement on to the current one. However, a “peg- 
board” arrangement whereby the previous statements are 
aligned with the current ones will give the comparative 
figures with no re-writing at all. 


Only a few of the highspots have been touched, and 
then in very summary fashion. There is no end ‘to the 
streamlining of record-keeping if we only put our minds 
to it. Inventorying and housecleaning of the book- 
keeping and accounting work should be attended to at 
least once a year, just as is done with merchandising. 
The results will be astonishing. 
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Statistical Survey 
of Balance Sheets 


(Cont’d from P. 11) 


business. 


a proper conduct of the 


2. Liquid Assets to Current Liabilities 


The ratio of 1.28 to 1.00 implies that there is $1.28 
available with which to pay every dollar of current 
indebtedness during a period of 66 days. This may 
be considered a good ratio. 


3. Net Worth to Current Liabilities 


This reflects the ratio of the investment in the busi- 
ness to the amount currently owing to creditors. The . 
ratio of 1.29 to 1.00 reflects that the owners have 
$1.29 invested in their business for every dollar owing 
to creditors. This is not a good ratio and reveals a 
heavy dependence upon supplier’s credit. 


4. Working Capital to Inventory 


Indicates the percentage which the total merchandise 
inventory bears to the working capital. The ratio of 
1.34 to 1.00 reflects an unduly large percentage of 
working capital invested in the merchandise inventory. 
In other words, of each $1.34 of working capital 
there is $1.00 invested in merchandise. This places 
too heavy a burden on the receivables and cash for 
the retirement of current indebtedness. It also indi- 
cates that the business is doing too large a volume for 
its working capital. Under such circumstances limit- 
less creditor cooperation is necessary to effect a rapid 
turnover of merchandise resulting in good net profits. 


5. Inventory Turnover (Based on Net Sales) 


The turnover of 7.51 times is an indication of either 
a highly liquid inventory or the exclusion from the 
balance sheet of merchandise which had been deliv- 
ered for the following season. 


6. Receivables to Net Sales 


A turnover of 5.54 times would indicate a fairly good 
collection experience based on Net 60 terms. How- 
ever, the average collection period of 66 days reveals 
some slow paying accounts or excessive terms granted. 
Too low a turnover reflects too many slow paying 
accounts while too high a turnover might mean that 
receivables are being discounted through the medium 
of some outside financing arrangement such as factors, 
accounts receivable discount companies, or banks. 


7. Turnover of Working Capital (Working Capital to 
Net Sales) 


This shows the degree of business efficiency attained 
by an individual concern. The turnover of 5.60 is 
the group average of the experience of 108 firms 
showing a net profit during 1939. 

An excessive turnover generally shows speculative 
tendencies or insufficient capital to transact the vol- 
ume of sales. 

A below average turnover reflects an inability to put 
the working capital to profitable use. 
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Does “F.0.B" Mean “Favor of Buyer’? 


How the Credit Executive Figures in Freight Problems 


By Ernest Rusch, New York City 


The average person receives his first impression of 
the term “F.O.B.” through the power of American 

W advertising. He knows that the cost of an automo- 

bile “F.O.B. Detroit, Mich.” does not include the 
freight charges to his city. He accordingly deducts that 
if the cost had been “F.O.B. Destination” it would include 
the transportation charges. 

The average business man receives his first impression 
of the term “F.O.B.” from the printed designation on 
most corporate invoice forms. If he reads “F.O.B. Fac- 
tory” he knows his company is not paying the transpor- 
tation charges, and if the invoice reads “F.O.B. Destina- 
tion” he realizes the freight charges are included in the 
invoice price. 

Such a mediocre knowledge of an “F.O.B.” sale has 
no serious consequences, provided the business man direct- 
ly dealing with sales, credit and transportation has a 
more thorough understanding of “F.O.B.” structures as 
it relates to the sale and consumer practice. Beyond 
even a thorough understanding of such structures there is 
an imperative and essential need to repress a consistent 
agitation, on the part of the buyer, to destroy the economic 
characteristics of “F.O.B.” terms. 

Obviously, before correction and necessary restraint can 
be instituted an analysis of the elementary parts of the 
“F.O.B.” term must be first undertaken. 


What Does Term Mean? 


Under most glossaries of business terms “F.O.B.” is 
defined as “free on board—train or vessel.”” The readers 
deduction as to the difference between “F.O.B. Factory” 
and “F.O.B. Destination” is the same as that of the 
average person cited above. The use of the dictionary 
meaning is far too vague for actual consideration. 

A number of years ago various civic and business asso- 
ciations adopted, at a conference, recommendations in the 
hope of effecting a standardization and common knowl- 
edge of the “F.O.B.” structure. Although the adoption 
was specifically in relation to American foreign trade a 
few of their recommendations may, to a certain point, be 
accepted as the most feasible definitions of domestic 
“F.O.B.” structures. 

Their recommendations where it concerns-purely domes- 
tic movement, combined with important features of 
further study follows: 

F.O.B. Factory—also known as F.O.B. Origin Point, 
or named point—decrees that the manufacturer or seller 
enters into a contract with a buyer to: 
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a) load goods on or in cars, trucks or lighters 

b) secure the proper billing from agent of trans- 
portation company handling movement 

c) be responsible for merchandise until proper and 
clean billing is received from Agent of trans- 
portation company 

The buyer’s contract is to: 

a) pay transportation charges, all inclusive 

b) be responsible for loss and/or damage after ship- 
per or manufacturer receives clean billing 

c) handle subsequent movement of merchandise 

Under the above contract title to goods passes from 
seller to buyer at point of origin. 

F.O.B. Destination—also known as F.O.B. Customer 
or F.O.B. Named point—decrees that the manufacturer 
or seller enters into a contract with a buyer to: 

a) load goods on or in cars, trucks or lighters 

b) secure proper billing from agent of transporta- 
tion company handling movement 

c) pay transportation charges to point of destination 

d) be responsible for loss and/or damage to destina- 
tion point 

The buyer’s contract is to: 

a) unload goods from car (rail movement) 
b) be responsible for demurrage and storage charges 
on car shipped 

Under the above contract title to goods passes from 
seller to buyer at destination point. 

F.O.B. Destination; Freight Allowed—decrees that the 
manufacturer or seller enters into a contract with a buyer 
to: 

a) load goods on or in cars, trucks or lighters 
b) secure proper bill from agent of transportation 
company handling movement 

The buyer’s contract is to: 

a) unload goods from car (rail movement) 

b) be responsible for demurrage and storage charges 

c) pay all transportation charges (buyer is then en- 
titled to deduct from invoice amount of freight 
paid from origin to destination point). 


Wide Variation in Meaning 


Although the above are the most common and widely 
used forms of the terms “F.O.B.” it must be acknowl- 
edged that variations are extensively employed, leading, 
in some cases, to a breakdown in a structure, protective, 
in function, to the manufacturer. Too, definitions as 
cited above are merely brief explanations that scratch 
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the surface. Their importance is bet- 
ter measured by an analogy with exist- 
ing conditions. For example “F.O.B. 
Origin” is an invoice feature prevalent 
in many corporations. It is either em- 
ployed as a definite policy with no varia- 
tions, or it is a policy adopted for a 
certain type of sale. The benefit of 
such a policy, if employed without 
yariation, is the elimination of the 
transportation outlay, and no responsi- 
bility is incurred for claims, plus the 
knowledge that the selling price does 
not include an additional cost. The 
policy permitting a variation of this 
particular “F.O.B.” structure either ap- 
plies to a minimum sale or specific con- 
sumer. “The danger of this variation 
is the inability to conform to the policy 
as originally intended. For instance it 
may be decided that merchandise 
bought below a certain quantity must 
be sold in accordance with the terms 
of an “F.O.B. Origin” policy. Many 
buyers, or customers, knowing these 
terms are inclined to press the salesman 
for a deviation in the “F.O.B.” struc- 
ture under the guise of future business, 


Hasn’t this heen going on long enough? 


Back in 1840, Great Grandpa Abner 
Grigsby had a male secretary who took 
down his dictation with a new-fangled 
system of pothooks. Grandpa allowed it 
wasn’t a very good arrangement. The 
secretary couldn’t really do much to help 
him and protect him from interruptions 
while he was sitting there taking dicta- 
tion. Both of them were bothered con- 
tinually, and work was held up. 


Today old Abner’s grandson has in- 
herited the business—now modern in all 
respects but one. He is still struggling 
with antiquated two-person dictation! 
Isn’t it time the Grigsby Co.—and a lot 
of other businesses—decided to drop old- 
fashioned ways? Once they sample the 
convenience and the time-saving ease 
of the Dictaphone method, they’re sel- 
dom satisfied with anything else. 


and extended good will. The result, 
in far too many cases, is not a refusal, 
and the customer contrary to policy, re- 
ceives his merchandise F.O.B. Destina- 
tion at an F.O.B. Factory price. Com- 
petitive conditions dictate the change in 
the salesman’s attitude, and he sets a 
precedent the buyer will not, by any 
means, forget. An F.O.B. Factory 
policy will not have been set up, by the 
manufacturer, in the first place, if it 
was not necessary in order that a reas- 
onable profit be realized. 


Seller Must Protect Himself 

Even more important than the actual 
break-down in the F.O.B. Factory 
policy as agitated by the buyer, is the 
failure, on the part of the seller, to 
fully protect himself under such terms 
of sale. Many times a manufacturer 
will sell to a particular customer “F. 
O.B. Factory” and in turn volunteer to 
act as a distributing agent for the buy- 
er. Under such a term, title of the 
goods sold, passes to the buyer as cited 
in our “F.O.B. Factory” definition. 
Liability for distributing the merchan- 
dise rests with the buyer, not the manu- 
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CM-11 
the manufacturer, as distributing agent, D I C T A P H Gi N E Tan wert BOCEAPHOND to toe Registered Trade: tiers of 
promises the buyer not to disclose his é: PN ER Ce ee, eee 
i i 2 DICTAPHONE CORPORATION, 420 Lexington Avenue, New York, N. Y. 
identity, and by so doing, unless the In Canada — Dictaphone Corporation, Ltd., 86 Richmond Street, West, Toronto 
manufacturer’s contract with the buyer 
Specifically stipulates to the contrary, 
he, the manufacturer, renders himself 
liable to the third party or parties, re- 


ODAY Dictaphone is helping thousands of busy executives to do the things 
that need doing—when they should be done! For this modern dictating machine 
adjusts itself at once to immediate needs. It enables executive—and secretary 
—to do more with less effort . . . and to carry jobs through with fewer interrup- 
tions. That’s the modern way—that’s the Dictaphone Method. See the new 
Dictaphone movie, “What's An Office, Anyway?” which shows how Dictaphone 
speeds up office routine. Or try Dictaphone yourself. Movie or actual test . . . 
there’s no obligation on your part. Just clip the coupon—and mail it today. 


1] Please arrange to have your representative show me the new Dictaphone movie. 
(1) I should like to see and try the new Dictaphone Cameo without obligation. 
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gardless of the fact that the third party knows the manu- 
facturer is acting as an agent. Manufacturer after manu- 
facturer, seller after seller, has found himself placed in 
such a position due to a laxity in effecting sound “F.O.B.” 
terms. Who is responsible? Sales? Traffic? Credit? 
The proper answer depends, of course, on the individual 
corporation and the part each division plays in determin- 
ing policy and terms. On the other hand succeeding 
paragraphs will definitely point out that the Credit Divi- 
sion of most corporations has to assume greater and more 
important responsibility in order to restrict buyers in 
their zealous desire to take advantage of a weakening 
“F.O.B.” structure. 

“F.O.B. Destination!” That is the term, the economic 
structure, by which the majority of corporations guide 
their business. By the same token that is the structure 
various buyers are steadily agitating to the goal of con- 
fusion. 


What Constitutes Destination? 


Of first importance is the consideration of what con- 
stitutes “destination” under such an “F.O.B.” sale. The 
advent of motor carriers into the transportation field has 
decided that “destination” shall constitute store door 
delivery. Present day deliveries of less than carload 
freight by rail carriers also predict destination as store 
door delivery. Buyers and manufacturers now accept 
this form of “destination” delivery so matter of factly 
that invoices and terms of sales, change from “F.O.B. 
Destination” to “F.O.B. Door.” There is no doubting, 
or least there shouldn’t be, of the advantage and con- 
venience to the buyer of such a form of delivery. The 
important point is that the convenience has spoiled the 
buyer and he looks to see where he may take further 
advantage of a recent changed “F.O.B. Destination” 
policy. He is no longer satisfied with “Door” delivery, 
he wishes the goods placed inside his supply department, 
or on the floor above. His only obstacle to such con- 
venience is the tariff rules and regulations of the carriers, 
that prohibit them from making anything but a door 
delivery, said door to be on the level of the street, or 
easily accessible platform. Such prohibition applies spe- 
cifically on the on the regular transportation charge, but 
an additional charge, in most cases, will permit the car- 
rier to deliver to the supply department, or a floor above. 
Some buyers, ever alert to something for nothing, know 
that the manufacturer can mark his shipping document 
to read: “Inside Delivery Requested” and be billed, along 
with the regular transportation charges the additional 
“inside” charges. Pressure is put on the salesman, orders 
are sent in marked with the notation, and the buyer has 
succeeded, by another step, in twisting the “F.O.B. 
Destination” policy to suit his convenience, and enable 
him to save on his own labor charges. Unquestionably, 
this procedure has to be stopped, and the manufacturer 
has to determine a definite policy of selling “F.O.B. Des- 
tination.” The most logical division to carry out such a 
policy is the Credit Department! Simply by tracing an 
order from its origin will prove the logic of Credit De- 
partment leadership. When the salesman makes up an 
order he is subject to the “whims” and “wishes” of his 
customers, and in the face of a sale (plus future sales) 
he gives in, especially if he can justify his weakness to 
competitive conditions. He sends in his order to the 
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sales or billing department and the customer’s “whims” 
and “wishes” are generally recorded on the company in- 
voice. Into the Credit Department goes the order and 
customer “X” is put to the inquisition. 


Traffic Department Overruled 


Finally the traffic department receives the order for 
shipment. Although this department may take excep- 
tion to “special requests” of the customer, their position 
to dictate what type of delivery the customer may have 
is usually overruled by the Sales Department. When the 
order was put to the “inquisition” by the Credit Depart- 
ment why didn’t that department question the change in 
the “F.O.B. Destination” policy to “F.O.B. Inside Sup- 
ply Department?” Certainly it is the function of the 
Credit Department to determine the validity of the terms 
of the sale. An excuse that such a matter is a sales or 
trafic function is poor. The Sales point has been ex- 
plained, and the traffic department is not in a position to 
refuse a customer’s request already granted by the Sales 
Department. Co-ordination and discussion on the part 
of the Credit man with the traffic man, while putting 
the order through examination, would enable him to 
handle the order in the proper manner. Should, for ex- 
ample, an “F.O.B. Inside Supply Department” structure 
take a firmer foothold, the additional cost, to the man- 
ufacturer, may be approximately figured as 10¢ per one 
hundred pounds. Based on thousands of pounds of mer- 
chandise shipped annualy, the additional cost is enough 
to put a terrific dent in those profits the Credit Man is 
so ea aestly guarding! 

The carload buyer without the private siding is the 
one demanding strict attention from the credit viewpoint, 
and from the point of view of the stretch in the “F.O.B. 
Destination” term. For illustration, many a credit man 
has received a memo from the Sales Department to this 
effect : 

“Carload Invoice of 3/—/39. 
Kindly credit Jones Account for customer hauling 
on above order as follows: 
Transportation—$50.00 


Immediately, the credit man confronts the traffic man 
as to the basis of the above credit. The traffic man 
advises him that the request for credit covers a carload 
of goods shipped to a public track, in lieu of no private 
siding, and credit supposedly covers the haul from the 
track to door of customer. The traffic man refuses to 
have anything to do with the credit explaining that as 
far as he is concerned merchandise was sold “F.O.B. 
Destination” and delivery was accomplished the only way ° 
possible (there was no applicable truck routing). 

Back the Credit Manager marches to the Sales Depart- 
ment and demands an explanation. “The transportation 
allowance is necessary to get the business. Competitive 
conditions forced the move,” cries the Sales Manager. 
When the credit man puts through the credit, out the 
window goes “F.O.B. Destination” to “F.O.B. Door” 
with a gratuitous allowance. F.O.B. Destination, hell! 
It doesn’t pay to have a private siding! Not one, but all 
Credit men should adopt an attitude of sternness (and 
bravery) in order to stop the abuses that never seem to 
fail. 

In the above analysis the important point was the out 
of line credit amount, but since there is no governmental 
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regulations regarding such a movement the customer took 
occasion to stretch the amount involved, with the Sales 
Department offering little resistance. 

Rather than commit a study of “customer hauling” to 
lengthy explanation the use of the diagram at the top of 
page 25 should produce a clarified picture of present day 
practices. On the surface it would appear that the F.O.B. 
Destination seller, by granting such an allowance or 
credit, is paying no additional transportation charges, 
but a more intimate review will reveal definite practices 
to the seller’s disadvantage. 

It will be noted from the foregoing diagram that mer- 
chandise is sold by the buyer prior to reaching his city. 
In other words merchandise bought “F.O.B. Destination” 
by the buyer is resold “F.O.B. Destination” before reach- 
ing the buyer’s place of business. The seller, by the 
issuance of credit for freight hauling, pays the buyer’s 
transportation costs to his customers, and permits mer- 
chandise bought from another manufacturer under an 
“F.O.B. Origin” terms to move in the same manner 
without cost to the buyer. Undoubtedly, there is fresh 
in the minds of many credit men situations whereby 
buyers have permitted merchandise to lay on docks, ac- 
cumulating storage, before sending their trucks to com- 
plete the “customer hauling” term of invoice. Often these 
buyers have proclaimed, as their excuse, the fact that 
merchandise was bought “F.O.B. Destination” regard- 
less of their stipulation to haul from the intermediate 
point. It is obvious that the proper moment for the 
buyer to haul the merchandise must arrive! 

Another instance of “abuse” is the opposition of various 
buyers to changes in transportation methods that would 
be beneficial to the manufacturer, but harmful to their 
private system of hauling merchandise. Recently, there 
has been a proposal under consideration that would per- 
mit carriers to act as agents, at break bulk points. The 
carrier’s capacity, under this proposition, would be the 
reforwarding, for the shipper, of split deliveries. Such a 
proposition (not now permitted) would be very beneficial 
to a certain type of manufacturer, but it is worthy to note 
that among those opposing such a change were whole- 
salers and jobbers (buyers). Their system of “hauling” 
would be jeopardized! 

As our diagram pointed out the buyer is, at times, in 
a position to sell the manufacturer’s products at a low 
cost, at the manufacturer’s expense. As a matter of fact 
their saving, under the customer hauling privilege may 
lose some of the attractiveness of the usual cash discount. 
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= Such a possibility is 
surely food for thought. 

From the above sum- 

mary, and preceding 

explanations, there can 

be no doubt as to the 


P/ace” imperative need for a 

Catees. ale reconstruction in the 
“F,O.B.” policy. The 

Gusiwess abuse and agitation 

as now being nade of 


2 these policies must be 
curbed, yet the process 
of restraint is not one 
that cannot be accom- 
plished in short time. 
The course of recon- 
struction must be gradual, and the bulk of responsibility 
must be assumed by the Credit Man. It is, after all, mainly 
a question of “profits” that rightfully belong to the man- 
ufacturer. By no means can Credit men isolate them- 
selves, they must intervene, sometimes harshly, in the 
affairs of the Sales Division. The Credit man’s status, 
in the majority of corporations, is that of “guardian of 
profits” and in that position much can be done to change: 
the term “Favor of Buyer” to its rightful meaning. 

In line with such an assumption of responsibility it 
may be well to observe the following suggestions :— 


1) Insist that proper “F.O.B.” designations be 
shown on orders when passed to the Credit De- 
partment for approval 


2) Insist that any deviation from an established 
“F.O.B.” policy be shown on all orders passed 
through the Credit Department 


3) All customer hauling allowances and credits 
should receive the approval of the Credit De- 
partment 


4) Establishment of conferences, at regular inter- 
vals, with Sales & Traffic men, pertaining to 
practices relative to “F.O.B.” practices. 


5) A pledge, by the Credit Man, to do all in his. 
power to eliminate the abuse of an “F.O.B.’”” 
policy. 


While the above suggestions are left with the Credit 
Man it is in order to state that the foregoing is not a 
reflection (naturally) on buyers, as a whole, for they, 
undoubtedly, can appreciate the importance of a recon-~ 
structed “F.O.B.” policy. 


Out November 15th 


The 1941 edition of Credit Manual! of Com- 


mercial Laws will be ready on or about November 


15th. 
Place your order now 


See Back Cover This Issue 
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Industry Group Committees 


Start Work at Once for Next Credit Congress 


Toronto, Canada, in May have resulted in the per- 

fection of a program and future plan in which many 

credit executives have for some time been interested. 
These plans assure permanency of organization and activ- 
ity within each Industry throughout the year. 

A continuing annual Committee was selected by each 
Industry. Thus every credit executive regardless of his 
line will have a two-fold contact through the medium 
of the Association. On credit matters of a general in- 
terest, he will have his contact with his Local and Na- 
tional Association organizations. On matters relating 
specifically to his Industry, he will have available a con- 
tact through the Committee of his Industry. Each 
member will have two mediums of assistance in the Asso- 
ciation: The first as an individual organization; the 
second with others in his Industry. 

Below is a list of all Industry Committees organized 
to date. Some few Industries are not listed but their 
Committee organizations will be completed in the future 
and well in advance of the next meetings at New Orleans 
in May, 1941. 

If you have any problems on which you would like 
help or information or if there are particular phases of 
your work which require the consideration of your Indus- 
try, communicate your thoughts to the Chairman of your 
Industry Committee for attention. You will find your 
Committee ready and anxious to do any service which 
promises improved handling of credits. 

As an evidence of the better results which will accrue 
from this new type of Industry organization hereafter, 
you will be interested in knowing that in several instances 
the incoming Chairmen have their programs for the New 
Orleans Meeting practically complete even now. 

You will do your Industry Committee a favor by giv- 
ing them your thoughts and suggestions. Much of the 
success of the Industry Meeting depends upon a good 
attendance, and here, too, you can help your Committee 
by promoting attendance at the New Orleans Credit 
Congress. 


= Plans which culminated at the Industry Meetings in 
uw 


ADVERTISING MEDIA 

Chairman—George O. Gill, World Herald, Omaha, 
Nebr. 

Vice-Chairmen—W. C. Burson, Pittsburgh Post- 
Gazette, Pittsburgh, Pa.; C. O. Denning, Los 
Angeles, Cal.; T. F. McFarland, The Journal Co., 
Milwaukee, Wis. 

Treasurer—W. A. Lightbody, Chicago Tribune, Chi- 
cago, Il. 

Automotive & PETROLEUM SUPPLY WHOLESALERS 
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Chairman—O. G. H. Rasch, Interstate Electric Co., 
New Orleans, La. 

Co-Chairmen—M. A. Frost, Minneapolis Iron Store, 
Minneapolis, Minn.; G. G. Merritt, Goodyear Tire 
& Rubber Co., Ltd., New Toronto, Ont. 

BANKERS & FINANCE 

Chairman—G. P. Duggan, Continental Illinois Na- 
tional Bank and Trust Co., Chicago, IIl. 

Vice-Chairman—T. F. Regan, National Bank of Com- 
merce, New Orleans, La. 

Committee—G. J. Rothweiler, Mississippi Valley 
Trust Co., St. Louis, Mo.; R. W. Watson, Bank of 
America, Los Angeles, Cal.; R. D. Withington, 
Philadelphia National Bank, Philadelphia, Pa. 

Brewers, DIsTILLERS AND WHOLESALE LIQUOR 

Chairman—W. B. Talbot, Frankfort Distilleries, Inc., 
Louisville, Ky. 

Vice-Chairman—R. P. Harrell, Quality Brands, Inc., 
Los Angeles, Cal. 

BurtpiInc MATERIAL & CONSTRUCTION 

Committee will be announced later. 

CEMENT 

Secretary—E. Balestier, Jr., One Park Ave., New 
York, N. Y. 

CLoTHING, MEN’s FurRNIsHINGS, Dry Goons, Lapigs’ 
Wear & MILLINERY 

Chairman—J. L. Schoenenberger, Beau Brummell 
Ties, Inc., Cincinnati, Ohio. 

Vice-Chairmen—H. E. Engstrom, G. Sommers & Co., 
St. Paul, Minn.; W. C. Hussey, Levy Bros. & 
Adler Rochester, Inc., Rochester, N. Y. 

CoNFECTIONERY MANUFACTURING 

Chairman—Miss Irene Austin, Thinshell Products, 
Division of Consolidated Biscuit Co., Chicago, IIl. 

Vice-Chairmen—E. T. C. Burke, George Weston, 
Ltd., Toronto, Ont.; A. H. Mader, American 
Chicle Co., Long Island City, N. Y. 

Committee—L. §. Day, W. F. Schrafft & Sons Corp., 
Boston, Mass.; Miss Frances E. Sauer, Peerless 
Confection Co., Chicago, Ill.; Miss Idelle McDan- 
iel, American Chicle Co., San Francisco, Cal. 

Druc & CHEMICAL 

Chairman—J. W. Roberts, Vick Chemical Co., Wil- 
mington, Del. 

Vice-Chairmen—E. J. Holmann, Parke, Davis & Co., 
New Orleans, La.; H. P. Jay, Canadian Kodak Co. 
Ltd., Toronto, Ont. 

Committee—H. R. Gruber, Upjohn Co., New York, 
N. Y.; W. N. Kuntz, Jr., Southwestern Drug 
Corp., Waco, Tex.; Marion Thatcher, Hazeltine & 
Perkins Drug Co., Grand Rapids, Mich. 
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ELECTRICAL & RapIo 


Chairman—E, E. Diehl, Westing- 
house Electric & Mfg. Co., St. 


Louis, Mo. 


Vice-Chairman—W. W. Strickland, 
General Electric Supply Corp., 


New Orleans, La. 


Committee—Miss Alleen Harrison, 


Tafel Electric & Supply Co., 


Louisville, 


Ky. ; 


H. T. Biar, 


Schoellkopp Co., Dallas, Tex.; 
W. R. Brown, Matthews Electric 
Supply Co., Birmingham, Ala. 


FINE PAPER 


Chairman—H. C. Steward, Whita- 


ker Paper Co., Cincinnati, O. 


Vice-Chairman —B. E. McJilton, 


Butler Paper Co., St. Louis, Mo. 


Foop Propucts AND ALLIED LINES 
MANUFACTURING 

Chairman—F. H. Wheat, Federal 

Match Sales Corp., New York, 


Bs 


Vice-Chairman — C. A. Armstrong, 


Drackett Co., Cincinnati, O. 


Foop Propucts AND CONFECTIONERY 


WHOLESALERS 


Chairman—I. H. Raunick, Fairmont 


Creamery Co., Buffalo, N. Y. 


Vice-Chairman — H. E. Howland, 
Fargo Bakery Co., Fargo, N. Dak. 


FooTWEAR 


Committee will be announced later. 


FURNITURE, FLooR CovERINGS, AND 


Home FurRNISHINGS 


Chairman — T. A. Shaw, Modern 
Appliance & Supply Co., Inc., 
New Orleans, La. 


HARDWARE MANUFACTURING 


Chairman—H. C. Jackson, Ameri- 
can Hardware Corp., New Britain, 


Conn. 


Vice-Chairman — H. T. Riddick, 
Osborn Mfg. Co., Cleveland, O. 
Committee—J. F. Madden, Nichol- 
son Tile Co., Providence, R. I.; 
H. H. Hummel, National Screw 
& Mfg. Co., Cleveland, O.; W. 
D. Eck, H. D. Hudson Mfg. Co., 


Chicago, Ill. 
HarpWARE WHOLESALERS 


Chairman — G. C. Klippel, Van 
Camp Hdwe. & Iron Co., Indiana- 
polis, Ind. 

Vice-Chairman — H. J. Nellis, A. 
Baldwin & Co., New Orleans, La. 

Committee—G. L. Johnson, Farwell, 
Ozmun, Kirk & Co., St. Paul, 
Minn.; G. B. McKee, Salt Lake 
Hdwe. Co., Salt Lake City, Utah; 
A. H. Heath, Hunt & Mottet Co., 
Tacoma, Wash.; C. S. Fenson, 
Watkins-Cottrell Co., Richmond, 

(Cont’d on p. 29) 
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A well-oiled gun, a steady accurate aim! 
But just as the sportsman “lets them have it,” the flock suddenly 
wheels out of gunshot. 


Even the most sharpsighted, sharpshooting Credit Executive 
who knows his business, lock stock and double-barrel, inevitably 
“misses” now and then, because he cannot predict what turn a 
customer’s business may take — affer the goods are shipped. 


American Credit Insurance 


carries credit protection to its logical conclusion, assuring pay- 
ment of all goods shipped under the terms of the policy. This 
means reimbursement on credit losses through insolvency, which 
includes reorganizations under the Chandler Act. And, in some 
forms of policies, it also means that past-due accounts are turned 
into cash. 


American Credit offers ten modern policy forms to provide 
any kind of credit protection that you may require, and to doit 
economically. Ask for further information. 


Copyright 1940, American Credit Indemnity Co. of N.Y. 


November, 





American Credit Indemnity Co. ot New York 
First National Bank Building, Baltimore 


Y23 


OFFICES IN ALL PRINCIPAL CITIES OF UNITED STATES AND CANADA 





1940 





































































Are You Licensed to Do Business? 


Can You Collect Legally in Another State? 


By G. B. Sturtz, Joslyn Manufacturing Co., Chicago, III. 


Interstate vs. intrastate commerce is best illustrated 
by actual cases. Also, it is an extremely technical 
lu subject which requires us to follow the facts closely. 

Here is an example familiar to all of us: an lowa 
corporation contracted to furnish and install sewer pipe 
in Wisconsin, and furnished the usual performance and 
payment bond which was written by a Michigan Bonding 
Company. The Iowa corporation subcontracted with a 
West Virginia corporation to furnish the pipe, which 
was manufactured at the project site. 

The Iowa construction company neglected to pay the 
West Virginia pipe manufacturer. In a suit in Michigan 
against the bonding company the court decided that both 
the Iowa and West Virginia companies were doing busi- 
ness in Wisconsin without a corporate license, therefore, 
the contract was void and unenforceable.’ 

The credit man for an Indiana manufacturer okayed 
an order to manufacture, deliver and install milling ma- 
chinery for a buyer in Tennessee. In a subsequent suit 
to collect, the defense of the Tennesssee purchaser was 
that installation of the machinery by the Indiana seller 
was intrastate business in Tennessee. But the court held 
the contract to be interstate business.2 How can these 
two cases be reconciled? 

There are no hard and fast rules with clear cut di- 
vision, but in general the cases may be summarized as 
follows: 

“Where the installation of machinery sold in inter- 
state commerce is made by the seller and no particular 
skill is required to be exercised in the installation, quali- 
fication is necessary as such activity constitutes ‘doing 
business.’ ” 

“Where the installation of machinery sold in inter- 
state commerce by an unlicensed foreign corporation is 
a highly technical installation of intricate mechanism, the 
installation is held to be an integral part of the inter- 
state commerce and the corporation is not required to be 
qualified.” 

“Where the installation of machinery sold in inter- 
state commerce, even though involving a highly intricate 
and technical installation, requires many and varied 
operations over a long period, the corporation will be 
regarded as doing business and will be required to 
qualify.’ 

Do any of you have installment sales outside your 
state? If so, you will be interested in a recent Mississippi 
case which decided that an agreement to keep the ma- 
chinery in repair for a year changed the business from 
interstate to intrastate, so the seller could not recover 
on his contract.* 
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Ordinarily, if the original transaction is interstate 
commerce, collecting the purchase price of the goods, 
through enforcement of a chattel mortgage or a condi- 
tional sales contract, does not bring the corporation with- 
in the State. But look out for the requirements of the 
recording statutes, or the contracts may be of little value. 

With all this in mind, here is a case that should be 
unique: 

A wholesaler shipped to an Arkansas retailer, and 
accepted a second mortgage on real estate as security. 
The retailer went into bankruptcy. The wholesaler 
purchased the stock and carried on the business for some 
time before it found a buyer at a favorable price. Now 
getting back to the real estate, before the bankruptcy, 
the wholesaler bought it to protect his second mortgage, 
sold it and took back another mortgage, then foreclosed 
this mortgage, and during all these transactions was en- 
gaged in interstate business. 

That judge must have been a credit man at some time, 
as he said all this was mere incident to the collection of 
the debt, that the wholesaler never intended to engage 
in business in Arkansas. The answer is we can do many 
things in collecting, which we can not do in selling.® 

Consigned stocks to an independent dealer in another 
state are not usually regarded as intrastate business, 
but goods consigned to the seller, known as spot stocks 
maintained to give quicker service, or goods consigned 
to an agent of the seller are intrastate. The test seems 
to be whether the seller has retained control so he in fact 
doing the selling himself.* 

Along the same line, leasing machinery to a lessee in 
another state is regarded as doing business there.” 

Now to get back to our original question,—why is the 
credit man interested: the usual penalty for doing busi- 
ness by a corporation in a state without a license is to 
make the contract void, unenforceable, and denies the 
corporation the use of the courts for any purpose. In 
addition, a fine is imposed by most, if not all states. For 
a credit man the important result is that. he can not 
collect. 





1 Loomis vs. Peoples Construction Co., 211 Fed. 453. 

2 Milan Milling Co. vs. Gorten 93 Tenn. 590. 

8 Corporation Trust Company—Installation of Machinery 
Sold in Interstate Commerce. 

4 Case vs. Mills Novelty Company. 193 Southern 625. 

5 Sillin vs. Hessig—Ellis Drug Co., 26 S. W. 2nd. 122. 

6 Butler Bros. Shoe Co. vs. U. S. Rubber Co. 156 Fed. 1. 
K. C. Structural Steel Co. vs. Arkansas 269 U. S. 148. Hogar 
vs. Intertype Corp. 136 Ark. 52.. Union Cloak & Suit Co. vs. 
Carpenter 102 Ill. App. 339. 

a Erie & Mich. Rwy. vs. Central Rwy. Equip. 152 SW App. 
278. 
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(Continued from page 27) 
INSURANCE 
Chairman — D. C. Campbell, Con- 
tinental Insurance Co. of N. Y., 

Chicago, Ill. 

Vice-Chairman—T. Alfred Fleming, 
National Board of Fire Under- 
writers, New York, N. Y.; J. 
Dillard Hall, United States Fi- 
delity and Guaranty Co., Balti- 
more, Md.; Ambrose B. Kelly, 
American Mutual Alliance, Chi- 
cago, Ill.; H. J. Lowry, Michigan 
Liability Co., Detroit, Mich.; G. 
H. McClure, Lumbermen’s Mu- 
tual Casualty Co.; Chicago, III. 

Iron & STEEL 
Committee will be announced later. 
JeweLry & GIFTWARE 

Chairman — Perry Walter, Bulova 
Watch Co., New York, N. Y. 

Vice-Chairman—Adam Purves, Levy 
Bros. Co. Ltd., Hamilton, Ont. 

Committee—George Maddison, In- 
ternational Silver Co. of Canada, 
Ltd., Hamilton, Ont.; J. E. Allen, 
Oneida, Ltd., Oneida, N. Y.; L. 
Stossel, Forestville Clock Co., 
Toronto, Ont. 

MacuHinery & SupPLIES 

Chairman — I. L. Hillman, Dravo 
Corp., Pittsburgh, Pa. 

Vice-Chairmen — L. H. Bachner, 
Chicago Molded Products Corp., 
Chicago, Ill.; E. B. Gausby, War- 
ner & Swasey Co., Cleveland, O. 

Committee — Oscar Iber, O. Iber 
Co., Chicago, Ill.; Wm. T. Sid- 
dall, Brown & Sharpe Mfg. Co., 
Chicago, IIl. 

Meat PACKING 

Chairman—R. H. Fried, Fried & 
Reineman Packing Co., Pitts- 
burgh, Pa. 

Vice-Chairman—L. C. Storm, Ar- 
mour & Co., Chicago, Ill. 

Committee—R. A. Carrier, Agar 

' Packing & Provision Corp., Chi- 
cago, Ill.; W. D. Murphy, Swift 
& Co., New Orleans, La.; H. H. 
Slattery, East Tennessee Packing 
Co., Knoxville, Tenn. 

Paint, VARNISH, Lacquer & WALL- 
PAPER 

Chairman — Milton M. Salaun, 
Marine Paint & Varnish Co., New 
Orleans, La. 

Committee—Alice R. Smith, Tuttle 
Paint & Glass Co., El Paso, Tex. ; 
F. J. Hamerin, Lilly Varnish Co., 
Indianapolis, Ind.; A. R. Gilmore, 
Sherwin-Williams Co., St. Louis, 
Mo.; E. N. Ronnau, Cook Paint 
& Varnish Co., Kansas City, Mo. 

Paper Propucts & CoNVERTERS 

Chairman — R. L. Burry, Wayne 
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VITAL 


to your appraisal of a 


CREDIT RISK 


The subject of insurance protection is vital 
to your appraisal of a credit risk; and the factors 
of greatest interest to you are the maximum of 
liability, the protection offered, and the effect of 
the Coinsurance Clause. 








What is the Coinsurance Clause? 





“The best description of the Coinsurance 
Clause that I have seen,’”’ quotes Credit & Finan- 
cial Management, “‘is the one compiled by The Penn- 
sylvania Fire Insurance Company. I think many 
readers of our publication would find it useful in 
explaining the Coinsurance Clause to credit risks.’ 


You can obtain as many copies of this ex- 
planatory folder as you may desire, without obli- 
gation, by mailing the coupon provided below. 


The PENNSYLVANIA 
FIRE INSURANCE COMPANY 


* 
150 William Street, 





New York. 


Established 1825 
eeeees28 ( Paste on Penny Postal Card and Mail) =--<--=<-+<== 


The Pennsylvania Fire Insurance Co. 
(Publicity Department) 
150 William St., New York, N. Y. 


Gentlemen: 
Please send me, without obligation........................ copies of your folder, “The 
Coinsurance Clause Explained.”’ 
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Are Your 
Customers 
Assets 
Protected? 


After having audited your pro- 
spective customer’s Financial 
and Annual Statements, and 
having arrived at a decision as 
to his capacity to pay his in- 
debtedness to you, you should 
then check his insurance pro- 
gram. 


Inadequate insurance coverage 
means a loss to you should a 
major catastrophe strike your 
customer’s plant, warehouse, 
manufacturing facilities and/or 
the like. His financial worth 
would be seriously affected. 


Northern Assurance Agents are 
qualified to assist you. They 
can help you analyze customers’ 
insurance schedules as well as 
advise you concerning the in- 
surance program of your own 
organization. 


Through 86 years—through the 
disasters of conflagration and 
hurricane — through years of 
financial depression — through 
wars, Civil, National and 
World-wide since 1854 — 86 
years ago—the United States 
branch of the Northern Assur- 
ance Company has pursued the 
even tenor of its way. 


Conducting a conservative and 
sound fire iasurance business; 
paying its losses, large and 
small, equitably and promptly; 
equipped today, better than 
ever, to “‘carry on’. 


Ask for the name of the North- 
ern Agent in your locality. 






THE 
NORTHERN 
ASSURANCE CO., LTD. 
135 William St. New York 
Chicago San Francisco 

Ki FIRE 
f ‘gai! a) INSURANCE 
NS AND 
i/ ALLIED LINES 





LST 1635 





Paper Box & Printing Corp., Ft. 
Wayne, Ind. 

Vice-Chairman — E. Wylie, Con- 
tainer Corp. of America, Chicago, 
Ill. 

Committee—W. H. Early, Birming- 
ham Paper Co., Birmingham, Ala. ; 
E. E. Meader, Kalamazoo Vege- 
table Parchment Co., Kalamazoo, 
Mich.; L. J. McWain, Universal 
Products Co., Chicago, Ill. 

PETROLEUM REFINERS 
Committee will be announced later. 
PLumsinc & HEATING 

Chairman —R. L. Griffiths, Inter- 
national Heater Co., Utica, N. Y. 

Vice-Chairmen — F. G. Phillips, 
Globe Machinery & Supply Co., 
Des Moines, Iowa; Vernon Mon- 
dinger, American Radiator-Stand- 
ard Sanitary Corp., New Orleans, 
La. 

Committee—C. J. Barnett, Grinnell 
Co., Inc., Charlotte, N. Car.; F. 
D. Bartlett, Tay-Holbrook Co., 
San Francisco, Cal.; J. A. Ritchie, 
Crane Co., Cleveland, O. 

Pustic UTILITIES 

Chairman—H. S. Hahn, The Ohio 
Fuel Gas Co., Columbus, O. 

Vice-Chairman—E. A. Smith, New 
Orleans Public Service, Inc., New 
Orleans, La. 

Committee — F. D. Hayes, West 
Penn Power Co., Pittsburgh, Pa.; 
L. L. Starrett, Commonwealth 
Edison Co., Chicago, Ill.; R. W. 
Peterson, Puget Sound Power & 
Light Co., Seattle, Wash. 

STATIONERY, PUBLISHING, ScHooL & 
OFFICE SUPPLIES 
Committee will be announced later. 
TEXTILE 

Chairman—Ely R. Callaway, Calla- 
way Mills, La Grange, Ga. 

Vice-Chairman —Wm. G. Betsch, 
William Iselin & Co., Inc., New 
York, N. Y. 

Committee—A. W. Macy, Indiana- 
polis Glove Co., Indianapolis, 
Ind.; A. J. Pischel, Joshua L. 
Baily Co., New York, N. Y.; C. 
Callaway, Jr., Crystal Springs 
Bleachery, Inc., Chickamauga, Ga. 





U. S. exporters’ terms to 
Latin America are normal 


New York—Criticism that American 
manufacturing exporters are refusing to 
grant normal credit terms to Latin Ameri- 
can buyers and, consequently, are seriously 
impairing United States and Latin Ameri- 
can business relationships, is almost en- 
tirely unjustified. 

That was the gist of an analysis, “In 
Defense of the American Exporter,” pre- 








Straight Line Speed 
in Credit Work 


(Cont'd from p. 19) accountant’s 
services in making out their tax reports, 
but they do not regularly avail them- 
selves of accounting services which can 
be had at a nominal cost. Thousands of 
shops are operated by men who are fine 
personal salesmen but do not understand 
the relation of income to expenditures, 
the principles of inventory turnover and 
other essential business facts. 

We hear much of the high cost of 
distribution. There is a tendency to 
blame manufacturers for this. It is said, 
among other things, that retailers are 
“overloaded,” hence unable to meet 
their obligations. But there are two 
parties to every sale, the buyer and the 
seller. A retailer who maintains ade- 
quate records should be able to reason- 
ably gauge his inventory needs for a 
given period. Assuming no unusual cir- 
cumstances, he should be able to turn 
over the stock he has bought. We speak 
of “incompetent” retailers. In many in- 
stances the incompetence resolves it- 
self, upon investigation, into nothing 
more than this lack of adequate business 
figures. 


Why Be a “Wet Nurse”? 


I do not suggest that credit execu- 
tives should be “wet nurses” to retailers. 
I do believe that we should view with 
suspicion any business man who is un- 
able to furnish a correct financial state- 
ment and a clear operating report. If 
he doesn’t know where he stands and 
whether he is going ahead or backward 
—how can we? 

When we confront cases of business 
ignorance we sometimes suggest ex- 
perienced assistance. Our suggestions 
have seldom been resented. In some in- 
stances we have reason to believe that 
we have materially aided the success of 
our customer by urging him to accur- 
ately chart his business activities. It 
may be that many credit executives 
would not care to show such a personal 
interest in their accounts. It has hap- 
pened to pay us on the occasions when 
we have done so. 





sented recently in the Weekly Bulletin of 
the Foreign Credit Interchange Bureau, of 
the NACM. The report is based on actual 
information brought out in recent round- 
table conferences on foreign credit, collec- 
tion and exchange problems, sponsored by 
the Bureau in New York, as well as the 
Bureau’s semi-annual surveys of Latin 
American credit and collection conditions. 
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Dear Editor: 


We have been very much interested 

in the articles appearing in the 

current issue of your magazine 

concerning terms and discount 
chiseling. 

This office has frowned on such tac- 
tics for many years and has engaged 
at frequent times in lengthy cor- 
respondence with many debtors 
throughout the country who have en- 
gaged in such practices but who, for 
some reason or another, possibly be- 
cause Of their size, seem to feel that 
their motives and methods should not, 
or could not, be questioned. 

As factors, we purchase accounts re- 
ceivable from manufacturers through- 
out the west, many of whom sell to 
the largest concerns in the United 
States and number among their cus- 
tomers the large mail order houses, 
large chain stores and the largest de- 
partment stores throughout the coun- 
try. 

There seems to be a growing ten- 
dency on the part of even the largest 
concerns to ask for special dating or 
extra terms on certain invoices and 
then use that extra time for anticipa- 
tion and the lengths to which some go 
in this respect is astounding. 

One of the very large mail order 
houses is making it a practice to take 
anticipation discount at the rate of 
6% per annum on late invoices while 
many old invoices, one, two, three and 
even four months old remain unpaid, 
and excuses are made that they are hav- 
ing difficulty getting these invoices 
checked through, and frequently dupli- 
cate invoices are being asked for two 
or three times on the same items. 

We could go on to cite literally hun- 
dreds of these cases. The practice must 
be well known already to many other 
factors throughout the country as well 
as to some of the largest manufacturers 
and jobbers. We should like to hear 
from some of the others as to what 
their experiences have been. 

The large concerns we complain of 
seem to pay no attention whatsoever 
to references to the Robinson-Patman 
Act, and we are wondering whether it 
wouldn’t be in line with the govern- 
ment’s intentions to refer some of these 
items to the Federal Fair Trade Com- 


mission. —_§_ §, Forst, Treasurer, 


Refinance Corporation, 
Los Angeles, Cal. 
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rot You wanted to bdbxy insurance — not 
@ have it sold to you. You didn’t want 
Accident and Health—said so many 
times. But your U.S. F. & G. friend stuck 
to his job—and finally convinced you. 


You're glad he did today. You're 
thanking bim—for his persistency, and 
for the U. S. F. & G. check which you’re 
receiving regularly. 

e -& -* 

Your U. S. F. & G. Agent is one of 

9,000 located throughout the country. 


“Consult your Agent 
or Broker 


He’s in touch with countless business 
and personal insurance problems. It’s 
as you would your 
Doctor or Lawyer” 


his job to help you. Look him up in the 
phone book, and give him a call, today. 


U.S.F.4G. 


UNITED STATES FIDELITY AND GUARANTY COMPANY 
with which is affiliated 
FIDELITY & GUARANTY FIRE CORPORATION 


HOME OFFICES: BALTIMORE 


When writing to advertisers please mention Credit © Financial Management 
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INSURANCE 


e WS ‘calle 
of Credit 


* * This page, which is donated by one of its 
members, is used monthly by the Insurance 
Group of the National Association of Credit 





Approved by Nationa! Association of Credn Men 


cellent firms with normally adequate capital resources have 
octually insolvent because they were inadequately insured. 


your credit standing but aiso 
supply details of most of the 


business. ht should be clearly and 
all these, forms does not in itself prove 


i 
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financial standing seriously impaired or become 


Please give below details of the insurance you carry. This should be useful to you not only because it will help 
because it will enable you to review your insurance problem. Your insurance adviser can 


The forms of insurance listed represent those most commonly in force in the average commercial 
understood, however, that the mere fact of your carrying 
you are adequately insured. You may need additional forms, 


or fewer, depending largely on the particular nature of your business. These are points on which you 


should consult your insurance 
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1B yolr insurance is the “Blanket” type, show total amount Uoilowed by the word “Blonket’) in the “Buildings” column. 





A; : Steam Boiler— _Property Damave _|$ || Stoam Boller—__Use & Occupancy | 
Men to foster a better understanding of insur- Machinery Breakdown— " |) Machinery Breakdown— "| 
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N.A.C.M. insurance statement form as a 
supplement to the financial statement. 


ithe Coverages 


The following list is selective because of space limitations. 


Accounts Receivoble 
Aircraft 

Crash 

Fire 

Land Damage 

Mooring 

Theft 

Windstorm 


Aircraff & Motor Vehicle P.D. 


Automobile _ 
Comprehensive 
ire 
Theft 
Flood 
Public Liability 


ornado 
Earthquake 


Aircraft Property Damage 
Glass Breakage 
Collision 
Property Damage 
Non-Ownership 
Drive Other Cars 
Hired Cars 
Loss of Use 
Bailees Customers Floater 
Bridge Insurance 
Builders Risk 






INSURANCE STATEMENT FORM 
N.A.C.M. approved form. Procurable from the National Asso- 
ciation of Credit Men, New York, or D. C. Campbell, Chairman, 
National Insurance Group, 844 Rush Street, Chicago, Ill. 


Fir Floater 

Furriers Customers 

Garage Keepers Liability 
Garment Contractors Floater 
General Floater 


Consequential Damag Gold & Silverware Floater 


e 
Contingent Liability—R.R. Sidetrack Golf Floater 

or Switch Lease Gross Receipts Truckmen's Floater 
Credit Gun Floater 


Hoil Insurance 
Horse & Wagon Floater 
Installation Floater 


Demolition 
Department Store Floater 
Disability Insurance 


Individual Installment Sales Floater 
Group Jewelers Block 
Dyers & Cleaners Floater Jewelry—Fur Floater 
Earthquake Laundry Floater 
Electric Sign Leasehold 


Engagement Ring Floater 
Equipment Floaters 
Errors & Omissions 


Life Insurance 
Individual 
Key Man (in a business) 


Exhibition Floater 
Explosion 
Extended Coveroge 
Tornado 
Hail 
Riot 
Explosion 
Smoke Damage 
Aircraft & Motor Vehicle P.D. 
Extra Expense 
Fallen Building 


Fire 

Fine Arts Floater 
Flood 

Frost 


Group (including disability) 
Live Stock Floater 
Malicious Mischief—Vandalism 
Monufacturers Output Floater 
Marine 

Hull (various forms) 

Cargo (various forms) 
Mortgage Interest 
Morticians Equipment Floater 
Motor Truck Cargo 
Motor Truck Merchandise Floater 
Motor Vehicle Property Damage 
Musical Instrument Floater 
Paraphernalia Floater 
Parcel Post Floater 
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Patterns & Die Floater 
Personal Effects Floater 
Physicians & Surgeons Floater 
Profits & Commissions 

Public Liahility 

Radium Floater 


Rain 
Registered Mail 
Rent—Rental Value 
Riot & Civi! Commotion 
Safe Deposit Box 
Salesmens Sample Floater 
Scheduled Property Floater 
Scientific Instrument Floater 
Smoke Damage 
Sprinkler Leakage Ss 
Sprinkler Leakage—Legal Liability 
Stamp Collectors Floater 
Stock Floaters 
Stock—Reporting 
Surety Bonds 

(numerous forms of bonds) 
Theatrical Floater 
Tornado 
Tourist Baggage Floater 
Transportation Floater 


Trees, Shrubbery—Lawn Improvements 


Trip Transit Floater 

Tuition Fees 

Unearned Premium 

Use & Occupancy (various forms) 
War Risk 

Water Damage 

Wedding Presents Floater 
Windstorm 
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F. P. D. plans to spread 
anti-fraud activity 


Plans to curb further fraudulent bankruptcies in the 
Eastern Pennsylvania area, along the lines now followed 
in the New York, New Jersey and New England terri- 
tory, were discussed in September when the committee of 
New York credit executives, who are now prominent in 
the activity of the Fraud Prevention Department of the 
National Association of Credit Men, met with officers 
and staff members of the Department and the New York 
Credit Men’s Association. 

Outlining the problem, Wm. G. Betsch, Assistant Vice 
President, William Iselin & Co., Inc., New York, who 
was recently named Chairman of the Fraud Prevention 
Committee for the third consecutive year, declared that 
“the ten counties of Eastern Pennsylvania, into which 
we expect to broaden our present drive against fraudulent 
business operations have a population of about 5,000,000. 

“There is no doubt that these people will benefit in 
the form of lower prices for in the long run any business 
frauds must inevitably add to the cost of the consumer’s 
purchases and thereby restrict his effective purchasing 
power. 

“Last year in the territory we are considering, there 
were 616 bankruptcies in the period ending June 30, 
' 1939, according to the U. S. Attorney General’s report. 
The committee plans are based on the experiences of New 
Yerk firms which indicate that a small but significant 
portion of these bankruptcies were of a fraudulent nature. 

“The Fraud Prevention Department of the National 
Association of Credit Men is at present covering New 
York, New Jersey, the New England States, as well as 
Illinois, Indiana and Wisconsin. The Eastern Pennsyl- 
vania area will be added by January, 1941, if present 
plans for the raising of a special fund are carried through. 

“Since 1925, when the Credit Association’s Depart- 
ment was first organized, it has aided federal, state, and 
local authorities in gaining 1,672 convictions. Besides 
the obvious deterrent effects, it has brought approximately 
$2,000,000 back to business in the form of recoveries for 
creditor firms interested in the fraudulent businesses in- 
vestigated.” 


SCIATION OF CREDIT MEN 


Write N.A.C.M. Washington office 
for defense contract information 


The NACM Washington office will be glad to assist 
members, who receive orders for material in connection 
with defense contracts, in obtaining as much information 
as is available concerning those contracts. 

In view of the action taken by Congress in granting to 
the Secretary of War and the Secretary of the Navy the 
right to suspend the Miller Act in connection with con- 
tracts awarded on a cost-plus-fixed-fee basis, as well as 
the right granted to contractors with the government to 
assign their claims under such contracts, many firms re- 
ceiving orders for material to be used on defense projects 
will undoubtedly wish to learn whether the Miller Act 
has been suspended in connection with the contract and 
whether the contractor has filed with the government, 
notification of his intention to assign his claims under the 
contract. 

To the extent that this information is available in 
Washington, the Association’s office there will be glad to 
obtain it for our members. Any member company in- 
terested in obtaining such information should write to 
C. F. Baldwin, Washington Representative, National As- 
sociation of Credit Men, Bowen Bldg., 815—15th St., 
N. W., Washington, D. C. 


Credit executives have many 
responsibilities, survey finds 


The term “credit executive” is well known in the 
credit world but exactly who is this credit executive. An 
interesting indication as to the role of the credit executive 
in today’s business has come to light through a recent 
advertising research survey by “Credit and Financial 
Management.” 

In the case of 434 individuals who reported in the sur- 
vey, of the 494 surveyed, 78 were junior executives and 
356 or over 87 per cent were senior executives. ‘The 
credit executive held the post of treasurer or secretary in 
161 instances, or 37 per cent; his title was credit man- 
ager in 133 cases, or 36 per cent; he was auditor or con- 
troller in 32 cases, or over 7 per cent, while in 30 firms 
he was president, vice president or general manager, 
approximately 7 per cent. 

Of the 494 firms surveyed, the credit executive con- 
trolled credit and collections, as was to be expected, in 
each firm; but in 258 firms, he supervised payrolls; in 
255 he supervised bills payable; and in 268 he was in 
charge of the entire accounting department. 

Of the 419 individuals who answered the question as 
to whether or not they bought office equipment for their 
firm, 268 credit men reported that they buy all the equip- 
ment for their company. 159 of these were in manufac- 
turing firms and the remainder wholesalers. 

Supervision of office equipment purchases for the de- 
partments actually supervised, rather than for the whole 
company, was the response of 151 credit men of whom 
56 were wholesalers and 95 manufacturers. 





































































































































































































The combined percentage buying equipment for ac- 
count, credit and collection departments was 84.8 pex 
cent, while the combined percentage buying of equipment 
for their companies was 54.25 per cent. 

The survey points out that “efficient office routine is 
the key to successful credit and accounting management. 

“To handle accounts promptly and accurately, partic- 
ularly as there is an average of 3,571 per company to 
take care of; to carry through all the necessary book- 
keeping details; to do an efficient job of collections re- 
quires a broader knowledge of modern office equipment, 
its uses, adaptabilities and limitations than is required of 
any other executive in modern business. 

“Tt is therefore the credit executive, in the vast major- 
ity of cases, upon whom management depends for the 
most intimate knowledge of office machines and supplies. 
And the man who possesses this knowledge is logically 
the man to whom there is entrusted the responsibility for 
the office equipment purchases of his organization.” 


Congress permits assignment 
of defense program contracts 


A law enacted by Congress in early October makes 
it possible for contractors with the government to assign 
their claims under such contracts to banks, trust com- 
panies, or other financing institutions, including any 
Federal lending agency. The law suspends the previous 
statutory prohibition of such assignments. 

The law provides that, in the case of any contract 
entered into prior to the date of approval of the law, no 
claim shall be assigned without the consent of the head 
of the government department or agency concerned. It 
also provides that any contract may contain a prohibition 
against assigning the contract. It is further provided that 
any assignment of a contract with the government shall 
not be made to more than one party, and shall not be 
subject to further assignment, except that the assignment 
may be made to one party as agent or trustee for two or 
more parties participating in the financing of the contract. 

Finally, the law provides that the assignee of any con- 
tract shall file written notice of the assignment, and a 
true copy of the assignment, with the General Account- 
ing Office, the contracting officer or the head of the gov- 
ernment department or agency concerned, the surety or 
sureties upon the bond or bonds in connection with the 
contract, and any disbursing officer designated in the 
contract to make payment. 

The right of contractors to assign their claims under 
contracts with the government was recommended by the 
Defense Commission and by the War and Navy depart- 
ments. The action by Congress is really a defense meas- 
ure and the interest of those in charge of the defense 
program resulted from their desire to have defense con- 
tracts made bankable. 

It was pointed out that defense contracts had been 
held up because of the difficulty which some contractors 
or prospective contractors experienced in obtaining pri- 
vate loans. It was contended that, by making defense 
contracts assignable, these delays would be avoided and 
the defense program would be greatly accelerated. 

When this matter came up for consideration in Con- 
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gress the National Association of Credit Men pointed 
out that the National Industrial Recovery Act, which had 
contained a provision permitting contractors on govern- 
ment public works projects to assign their contracts, also 
required that the proceeds of such assignments be (irst 
applied to the payment of the contractor’s obligations for 
goods and services used in the performance of the contract, 

The Association suggested that a somewhat similar re- 
quirement be placed in the pending legislation and pro- 
posed an amendment to that effect. The Association’s 
proposal, however, was not accepted by Congress and the 
law was passed without any limitation on the manner in 
which the proceeds from the assignment could be used. 

It is to be expected, of course, that most defense con- 
tractors who avail themselves of the right granted by 
Congress to assign their contracts will voluntarily use 
the proceeds of such assignments to pay their trade obliga- 
tions. The fact still remains, however, that the law does 
not require the contractor to do so. Apparently, the 
only supervision which may be forthcoming in that regard 
will come from the banks and other financing institu- 
tions which are assignees of the contracts and which may 
exercise some control over the manner in which the pro- 
ceeds of the assignment are employed. 


Radio broadcasts arranged 


about NACM work in credit 


Through arrangements made by the Public Relations 
Department of the NACM, a number of Association 
members will go “on the air” in the weeks ahead, over 
Station WBBC, Brooklyn. 

The programs started on October 15, when Lillian 
Guth, Treasurer of the Emerson Radio, New York, and 
past Chairman of the National Credit Women’s Execu- 
tive Committee, was interviewed over that station by 
Barbara Brodsley ‘““The American Girl Reporter.” Miss 
Guth discussed the work of women in credit and the 
credit association, and told of the New York Credit 
Women’s Club’s part in the Tri-State Conference, held 
in New York on October 18 and 19. 

On Saturday, October 19, a special quarter-hour broad- 
cast entitled “What is the National Association of Credit 
Men?” was presented by Paul Haase, NACM Director 
of Public Relations. 

Beginning Tuesday, October 29, a series of quarter-hour 
broadcasts is being made over the same station, these 
being a discussion of the work of the Fraud Prevention 
Department of the NACM. 

Among the speakers announced at this writing will be 
John L. Redmond, NACM President, who is Vice Pres- 
ident of Crompton-Richmond Co., Inc.; Clarence L. 
Riegel, General Electric Co., who is a National Direc- 
tor of the NACM, as well as President of the New 
York CMA; William G. Betsch, Asst. Vice President, 
William Iselin & Co., Inc., who is Chairman of the 
Fraud Prevention Committee; and others who are also 
members of that committee. 

Members in the East who wish to tune in this series 
should dial 1400. Remember the day and the hour— 
for 10 weeks beginning Tuesday, October 29 at 6:15 P. M. 
over Station WBBC. 
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Central and 
East Prexies 
hold meetings 


Credit management problems and plans 
for forthcoming activities by credit men’s 
associations in mid-west, eastern and south- 
eastern cities were discussed at all-day 
conferences in Chicago and New York on 
September 23 and September 30, respec- 
tively. The Chicago meeting for Central 
Division Presidents was at the Palmer 
House, while the New York meeting for 
eastern and southeastern Association Presi- 
dents was at the Hotel Vanderbilt. NACM 
Pres. John L. Redmond, presided at both. 

Those in attendance at Chicago were: 
A. L. Podrasnik, Chicago Times, Inc., Chi- 
cago; Oliver L. Ulrich, J. D. Roszell Co., 
Peoria, Ill.; Stanley Thayer, Capitol Paper 
Co., Springfield, Ill.; J» D. Moore, Sr., 
Stokely Bros. & Co., Indianapolis, Ind.; 
Miss Leslie M. Pollock, Gardner & Gould 
Co., Burlington, Iowa; W. W. Mastin, 
Hall Mfg. Co., Cedar Rapids, Iowa; F. G. 
Phillips, Globe Machinery & Supply Co., 
Des Moines, Iowa; E. B. Rhodes, Swift 
& Co., Sioux City, Iowa; Berl Boyd, Bel- 
knap Hdwe. & Mfg. Co., Louisville, Ky.; 
J. A. Monier, Jr., Wesson Oil & Snow- 
drift Sales, New Orleans, La.; R. D. An- 
drew, American Blower Corp., Detroit, 
Mich.; Frederick Luneke, Grand Rapids 
Bedding Co., Grand Rapids, Mich.; Elmer 
Hurt, Richards Mfg. Co., Grand Rapids, 
Mich.; Carl Reyburn, Kalasign Corp. of 
America, Kalamazoo, Mich.; B. O. Schwarz, 
Waterman Waterbury Co., Minneapolis, 
Minn.; John Ledbetter, Northrup King Co., 
Minneapolis, Minn.; H. T. Ready, U. S. 
Bedding Co., St. Paul, Minn.; E. N. Ron- 
nau, Cook Paint & Varnish Co., Kansas 
City, Mo.; Edw. W. Henne, Missouri Port- 
land Cement Co., St. Louis, Mo.; F. J. 
Blum, Midwest Piping Co., St. Louis, Mo.; 
Chas. R. Moore, A. Y. McDonald Mfg. 
Co., Omaha, Neb.; O. E. Dreutzer, Alms 
& Doepke Co., Cincinnati, O.; E. A. Mur- 
phree, Wm. A. Webster Co., Memphis, 
Tenn.; C. L. Barthels, Pied Piper Shoe 
Co., Wausau, Wis.; Geo. J. Christiansen, 
Hummell & Downing Co., Milwaukee, 
Wis.; Sig. Overstraeten, Van Cleaf Bros., 
Chicago; John L. Redmond, NACM Presi- 
dent, Crompton-Richmond Co., Inc., New 
York City; Bruce Tritton, Vice President, 
Central Division, NACM, American Stove 
Co., Cleveland, O.; H. H. Heimann, Execu- 
tive Manager, NACM, New York City; 
E. B. Moran, Central Division, NACM, 


Credit Fraternity Fund 


carries on placement work 


New York—The Credit Fraternity Fund, 
organized a year ago to help responsible 
deserving credit executives in the matter 
of reemployment, has been active in many 
ways during that time in calling its work 
to the attention of executives in eligible 
companies. 

A special blotter was distributed in the 
latter part of September and around the 
middle of October two specially designed 
neckties were mailed to a selected list of 
individuals interested in the work of the 
Credit Fraternity Fund. In line with the 
distinctive ties worn by members of fra- 
ternal organizations, regiments and famous 
schools, the ties which the Fund distributed 
at that time were especially created with 
the emblem of the New York CMA woven 
into the fabric. The proceeds resulting 
from this distribution will go towards help- 
ing credit men who are temporarily in 
need of funds. 





Chicago; H. H. Bailey, Fraud Prevention 
Dept., NACM, Chicago. 

Those in attendance at the New York 
meeting were: John L. Redmond, NACM 
President and Vice President, Crompton- 
Richmond Co., Inc., New York City; Clar- 
ence L. Riegel, President, New York 
Credit Men’s Association; William H. 
Pouch, past NACM President and Presi- 
dent, Concrete Steel Co., New York City; 
P. M. Haight, past NACM President and 
Sec.-Treas., International General Electric 
Co., New York City; William Fraser, past 
NACM President and Treas., J. P. Stevens 
& Co., Inc., New York City; G. H. Roth- 
weiler, President, and E. J. Squires, Vice 
President, New Jersey Assn. of Credit Men, 
Newark, N. J.; Irwin H. Raunick, Presi- 
dent, Credit Assn. of Western N. Y., Buf- 
falo, N. Y.; George C. Lennox, President, 
Rochester Assn. of Credit Men; John T. 
Brown, Jr., President, Credit Men’s Assn. 
of Eastern, Pa., Philadelphia, Pa.; Homer 
C. Senior, President, Waterbury Assn. of 
Credit Men; F. V. Bigelow, President, New 
Haven Association of Credit Men, Inc.; F. 
Clifford Heath, President, Syracuse Assn. 
of Credit Men; Mark D. Stevens, Presi- 
dent, Worcester County Assn. of Credit 
Men, Worcester, Mass.; George C. Kugler, 
President, and Clark V. Hendee, Sec., 
Eastern N. Y. Assn. of Credit Men, Al- 
bany, N. Y.; James A. Mawn, President, 
Boston Credit Men’s Assn.; Harry C. Jack- 
son, President, Hartford Assn. of Credit 
Men; Clarence H. Rison, President, and 
Henry Farrell, Sec., Rhode Island Assn. 
of Credit Men, Providence, R. I. 
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New England 
credit parley 
November 14 


Boston—New England credit executives 
are looking forward to Thursday, Nov. 14, 
at which time the annual New England 
Credit Conference will be staged here in 
the Hotel Touraine under the sponsorship 
of the Boston CMA. There will be a 
“night before get-together” on Wednesday 
afternoon, Nov. 13. 

Among the subjects on the conference 
agenda are: debt moratorium for service 
men, tax preferences, secret assignment of 
accounts receivable, each of which will be 
followed by an open forum. Government 
versus private credit as well as addresses 
on the general business outlook and the 
credit executives’ role today will also be 
presented. 

Among the speakers named in the first 
announcement were NACM Exec. Megr., 
Henry H. Heimann, Elliot S$. Boardman of 
the Federal Reserve Bank of Boston, and 
Charles F. Baldwin, Washington Service 
Bureau Manager, NACM. Delegates from 
Providence, Worcester, Springfield, Hart- 
ford. New Haven, Bridgeport, Waterbury 
and Boston are expected to be in attendance. 


Ohio State U. sponsors 


credit meetings again 


Columbus, O.—The Second Biennial In- 
stitute on Credit was held here November 
1-2 under the sponsorship of the College 
of Business Administration of Ohio State 
University. Among the speakers were 
NACM Exec. Mgr. Henry H. Heimann and 
Educational Director Carl H. Henrikson. 


Western Division 
parleys announced 


San Francisco—The Credit Managers 
Association of Northern and Central Cali- 
fornia will be host in this city to the 17th 
annual Conference of Western Division 
Secretary-Managers of local credit asso- 
ciations during September 1941. That was 
one of the decisions made at the San Diego 
conference in September. 

At the same time, it was announced that 
the 24th annual Pacific Southwest Confer- 
ence of credit executives will be held in 
Seattle in March 1941, and that it is ex- 
pected to have NACM Exec. Mgr. Henry 
H. Heimann in attendance at that parley. 
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Minneapolis C-men 
honor past officers 


The Minneapolis ACM, responsible for 
more than $600,000,000 in wholesale sales 
annually, old as the National Association, 
is shooting for a membership of 500 and 
at its big September meeting, after a tour 
of the Munsingwear Co. plant, heard Presi- 
dent B. O. Schwarz announce that 50 new 
members was the goal before Christmas 
and that several were ready to be intro- 
duced by the membership committee at the 
October meeting. Prof. J. O. Christianson, 
University of Minnesota, spoke on ‘The 
Roots of Civilization” at the September 
get-together, which was attended by 197 
members and guests who gave special rec- 
ognition to the club’s past presidents in 
attendance. 

Announcement was also made that the 
December meeting would be combined with 
a big Xmas party at which time special 
honors would be awarded to the outstand- 
ing membership workers. 

In the above picture the following past 


presidents are included: Back Row, I. to r. 
—L. M. Powell, W. S. Nott Co., 1919; R. 
P. Ingmundson, Minneapolis Iron Store, 
1925; J. A. Gurley, Gurley Candy Co., 
1923; J. W. Sprague, Janney Semple Hill 
& Co., 1918; F. H. Gudgeon, Hills Bros. 
Coffee, Inc., 1932; P. J. Wedge, Com- 
mander Larabee Milling Co., 1936; S. M. 
Corbell, Gamble Robinson Co., 1938; J. F. 
McGrath, Loose Wiles Biscuit Co., 1927; 
C. E. Mann, Munsingwear, Inc., 1915; J. 
A. McBrien, Jordan Stevens Co., 1931; E. 
S. Jones, Marquette National Bank, 1930. 


Front Row, 1. to r—M. E. Salisbury, 
Salisbury & Satterlee Co., 1920; C. L. Pills- 
bury, Sec.-Treas., Munsingwear, Inc., H. S. 
Holbrook, Sec.-Treas., Minneapolis ACM, 
1928 Past Pres.; W. O. Frost, Honorary 
Member, 50 years service; J. O. Christian- 
son, Supt. School of Agriculture, University 
of Minnesota; B. O. Schwarz, Waterman 
Waterbury Co., Pres., Minneapolis ACM; 
G. D. McConnell, Munsingwear, Inc., Vice 
Pres., Minneapolis ACM; E. C. Wilson, 
Vice Pres., Sales & Merchandising, Mun- 
singwear, Inc. 





“Queen Mary” at St. Paul 


St. Paul—Att the Oct. 8 meeting of the 
St. Paul ACM the program was presented 
by the recently organized Insurance Ad- 
visory Council, under the chairmanship of 
Geo. W. Bewell. In the picture above you 
see, ]. to r.: Chester R. Jones, St. Paul 
Agency Mass. Mutual Life Ins. Co.; H. T. 
Ready, Pres., St. Paul ACM; George A. 
Bewell, Neely Insurance Agency and Chair- 
man, Insurance Advisory Council; Mary 
Lou McDonnell, Minnesota Mutual Life 
Ins. Co. and Queen, St. Paul Winter Sports 
Carnival; Jean Wallraff, Travelers In- 
surance Companies; and J. C. Youmans, 
Employers Mutuals of Wausau. 





Miss McDonnell, as Queen, convened her 
court and summoned Chief of Police, 
Clinton A. Hacket, and Fire Chief, William 
J. Sudeth, to report on crime reduction and 
fire prevention. The meeting was also 


favored with a program of entertainment 
by local insurance agencies talent, followed 
by a playlet presented by member insurance 
men and supported by past president, S. C. 
Brennom, Chairman of the Insurance Com- 
mittee. 

To promote interest in the meeting the 
notices sent out were in the form of in- 
dividual insurance policies and this re- 
sulted in attendance in excess of any meet- 
ing in the past two years. It also provided 
E. F. King of the Crane Company an op- 
portunity to file a claim for indemnity un- 
der his policy and gain him a $5.00 settle- 
ment! 


Moran addresses 


N. Y. Rotary 


New York—E. B. Moran, Central Divi- 
sion Manager, NACM, was the featured 
speaker at the Oct. 18 luncheon meeting 
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of the Rotary Club of New York. He dis. 
cussed commercial crime and the Fraud 
Prevention activities of the NACM. Mr. 
Moran is a past President of the New York 
Rotary Club and served as Vice Pres. last 
year of the Chcago Club. His New York 
talk was made while he was attendiny the 
sessions of the NACM Board of Directors 
here at that time. 


Sioux City plans for 
Tri-State Conference 


Sioux City—Preparations for the Tri- 
State Conference of Credit Men to be held 
in this city in February 1941, were begun 
here on Oct. 9 when program and other 
conference details were discussed by coun- 
cilors for credit associations in the states 
of South Dakota, Nebraska and lowa. 
Presiding at the meeting was A. W. Metz, 
Councilor and past President of the Inter- 
state Association of Credit Men of this city, 

Sioux City was also host on the same 
day to the meeting of Legislative Com- 
mittee Chairman of the various associations 
within the three states and the Chairman 
of each Legislative Committee, this gather- 
ing being headed by L. Motz, National Di- 
rector of the NACM. Represented at the 
two meetings were Associations in the fol- 
lowing cities: Lincoln, Omaha, Nebr.; 
Sioux Falls, So. Dak.; Burlington, Daven- 
port, Des Moines, Cedar Rapids, Water- 
loo, and Sioux City, Iowa. 


Pittsburgh stages 4th 


oil credit conference 


Pittsburgh—The 4th annual conference 
of the Eastern Petroleum Credit Group 
was held here on Oct. 14-15 under the 
joint sponsorship of the Petroleum Groups 
of the Boston, New York, Philadelphia and 
Pittsburgh associations. The conference 
committee included: General Chairman— 
Ross R. McCoy, Gulf Oil Corp., Pittsburgh, 
Pa.; Co-Chairmen—L. M. Fuller, Sinclair 
Refining Co., New York, N. Y.; R. P. Dean, 
Standard Oil Co. of Pa., Philadelphia, Pa.; 
and R. L. Wentworth, Petroleum Heat & 
Power Co., Boston, Mass.; General Secre- 
tary—Dudley R. Meredith, Credit Associ- 
ation of Western Pa., Pittsburgh, Pa. 

Among the speakers were: Dr. R. E. 
Sherrill, Head of Oil and Gas Dept., Uni- 
versity of Pittsburgh; L. A. Carlson, Gulf 
Oil Corp.; Miss Aline Hower, Letter 
Writing Consultant, St. Louis, Mo.; Theo. 
F. Smith, Pres., Oliver Iron & Steel Corp.; 
Floyd A. Ferguson, Westinghouse Electric 
& Mfg. Co., Mansfield, Ohio. Special 
forums on the program considered the sub- 
jects of accounts receivable financing, legal 
problems, retail accounts, and furnace oil 
accounts. 


Electrical, radio industry 
elects new credit committee 


Credit executives of the electrical and 
radio industry have selected the following 
committee which will have charge of the 
Industry Meeting and program ii: con- 
junction with the annual Credit Congress 
of the NACM at New Orleans in May 
1941; Chairman E. E. Diehl, Westinghouse 
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Electric & Mfg. Co., St. Louis, Mo.; Vice 
Chairman, W. W. Strickland, General 
Electric Supply Corp., New Orleans, La.; 
Alleen Harrison, Tafel Electric Co., Louis- 
ville, Ky.; H. T. Biar, Schoellkopf Co., 
Dallas, Tex.; and W. R. Brown, Matthews 
Electric Supply Co., Birmingham, Ala. 

Chairman Diehl and his committee are 
the oficial representatives of the Electrical 
and Radio Industry in the NACM. They 
invite suggestions on topics which might 
advantageously be discussed at the coming 
Credit Congress, as well as regarding any 
other credit problems on which committee 
action would be helpful. 


Wife of NACM member 
has novel published 


Cincinnati — Harold Steward, Treas., 
The Whitaker Paper Co. and Chairman 
of the National Fine Paper Industry Group 
of the NACM, received congratulations 
early in October from his fellow Cincinnati 
credit executives upon the publication of 
the novel “Let the Earth Speak” by his 
wife, Ann Steward. Mr. and Mrs. Stew- 
ard recently moved to a 100-acre farm out- 
side Cincinnati and Mrs. Steward’s novel 
is based on their experiences. It was pub- 
lished by the MacMillan Company, one 
of the outstanding New York book firms. 

Mr. Steward is active in Cincinnati 
ACM affairs, being on its Educational 
Committee, as well as teaching a course 
in Credits and Collections at the University 
of Cincinnati. 


D. A. Weir addresses railroad 
treasurers, bankers’ meetings 


Regardless of the outcome of the Europ- 
ean war, the United States should not be 
faced with a lowering of living standards 
or greater centralization of governmental 
control over industry, David A. Weir, Asst. 
Exec. Mgr. of the NACM, declared on 
October 11 before the annual meeting of 
the Treasury Division, Association of 
American Railroads, in the Roanoke Hotel, 
Roanoke, Va. 

“It must be taken for granted,” Mr. Weir 
told the railroad executives, “that regard- 
less of the result of the war in Europe, 
world economics will be profoundly affect- 
ed. We dare not assume that this nation 
will be exempt from the effects of the 
change in world economics.” 

The United States’ answer to that con- 
dition should be “neither more centralized 
control over industry nor a lowering of 
living standards,” Mr. Weir said. “I do 
not believe that either is necessary. I do 
believe that there must be a recognition of 
the problem now and a preparation to meet 
that problem. This can be done only 
through a closer degree of cooperation 
among all segments of our national life.” 

Mr. Weir was also the featured speaker 
at the Oct. 23 meeting of the Detroit 
Chapter of the American Institute of Bank- 
ing in the Detroit-Leland Hotel. His sub- 
ject for this talk was: “Visions and 
Values.” 


Look Ahead to New Orleans! 
NACM Credit Congress, 
May 11-15 
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C-men tell sales club 


of credit cooperation 


New York—The Sales Executives Club 
of this city heard three outstanding New 
York credit executives discuss means by 
which salesmen and credit men can co- 
operate in numerous ways to help each 
other at its Sept. 24 meeting. J. L. Wood, 
Credit Manager, Johns-Manville Corp., 
pointed out that good collection letters, for 
example, can make the path of the sales- 
men much easier. He does not have to 
spend so much of his time, either appealing 
to the account for payment, or soothing 
feelings ruffed by an imprudent collection 
letter, he said. When a credit department 
functions efficiently, he said, the salesman 
can rely on the fact that his accounts are 
in good standing and can sell with confi- 
dence. 


Clarence Riegel, General Electric Co., 


said that in recent years so many problems 


have been tossed into the lap of the credit 
executives that he has become an “imma- 
ture management engineer.” He suggested 
that credit men mingle with customers and 
try to help them, just as salesmen do. 
George W. Patterson, Credit Manager, 
American Cyanamid Company, said that a 
keen salesman can help the credit execu- 
tives by spotting unfavorable tendencies 
among their accounts. 


Retail ice cream mfrs. 
assn. hears Heimann 


Atlantic City—The seventh annual con- 
vention of the National Assn. of Retail 
Ice Cream Manufacturers held in_ this 
city at the Madison Hotel on Oct. 23, heard 
NACM Exec. Mer., Henry H. Heimann, 
present a featured address entitled “Free- 
dom of the C’s.” Mr. Heimann’s talk was 
an analysis of domestic and foreign factors 
influencing business conditions in this 
country. 





Five Kerns bowl ’em over! 


Kansas City—Under the leadership of 
E. N. Ronneau, local Assn. Pres., the Kan- 
sas City ACM has developed a broad pro- 
gram of activity for the current year, which 
expects to enlist every member’s personal 
support in gaining maximum value for 
membership. The local Assn. holds a rec- 
ord in local bowling circles, having spon- 
sored a league for 20 consecutive years. 
This year 15 teams are included with four 
of them composed of ladies. Altogether, 
90 members are active. 

In this connection they have a special 
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“Believe it or not” distinction for one team, 
the “Roi Tan Kerns,” which is composed 
of five men whose names are the same yet 
no two of whom are related! In the pho- 
tograph above they are lined up as follows: 
Earl, Dept. Mgr., Katz Drug Co.; George, 
local jeweler and engraver; Ray, Office 
and Credit Mgr., Niles and Moser Cigar 
Co. and Chairman of the Kansas City 
ACM Membership Committee; Jack, Credit 
Mgr., Cudahy Packing Co.; and Bill, Sales- 
man, Kansas City Fibre Box Co. Their 
uniforms are a patriotic combination of 
red, white and blue. 
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Display shows Assn. services 


Pittsburgh—The Credit Assn. of West- 
ern Pa. presented the interesting display 
above recently in a window of the Farmers 
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Deposit National Bank in this city through 
the courtesy of the bank’s officers. .:The 
display, telling about the Association’s va- 
rious activities, created considerable fa- 
vorable comment among local business men. 
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Shreveport: 


Optimism as to the future position of 
the United States in world trade was ex- 
pressed by Henry H. Heimann, Exec. Mer. 
of the NACM, on October 11, before the 
banquet session of the Southwest Credit 
Conference at the Washington-Youree 
Hotel. The conference was sponsored by 
the Shreveport Wholesale Credit Men’s 
Assn., and delegates from credit associa- 
tions in Arkansas, New Mexico, Texas, 
Oklahoma and Louisiana were in attend- 
ance. 

Mr. Heimann also addressed the Shreve- 
port Rotary Club luncheon meeting that 
day. In the course of his talk to the 
Rotarians he predicted that the election 
campaign would not have an adverse in- 
fluence on business but warned that while 
the present business upturn will continue, 
‘it will be coupled with rising costs and 
chaotic world conditions, which will test 
the patience and resourcefulness of busi- 
ness men.” 


Jackson: 


The 21st annual Michigan Conference 
of credit executive members of local asso- 
ciations in this state was held at the Hotel 
Hayes in this city on Oct. 25 with the Jack- 
son ACM as host. A full day’s program 
of national and business developments was 
climaxed in the evening with the address 
by NACM Exec. Mgr. Henry H. Heimann. 
The conference was supervised by Asso- 
ciation Secretary Lewis O. Atherton and 
the following individuals: General Chair- 
man—W. K. Bunting, Councilor; Associate 
Chairmen—R. K. Van Horn, Vice Presi- 
dent, and E. P. Grossman, Director; Pub- 
licity—L. H. Aubry; Finance—B. A. Bet- 
tendorf; Banquet Tickets—C. H. Sells; 
“Greeter-in-Chief”—G. M. Cowden. 


Wichita: 


The September membership meeting of 
the Wichita ACM heard Hon. Henry J. 
Allen as guest speaker discussing “Can 


We Make Democracy Work?” Report on 
the organization of the Wichita Herd, 
ROZ, was presented by L. L. Daugherty 


and M. F. Erdman announced the opening 
of credit classes. 


Waterbury: 


The October joint meeting of the Con- 
necticut ACM was held in the hotel Elton 
in this city, being sponsored by the Water- 
bury ACM. The speaker was William J. 
Fortune, Asst. Vice Pres. of The National 
Shawmut Bank of Boston, whose topic was 
“Waiting for the Fog to Lift.” Members of 
the Bridgeport, Hartford and New Haven 
Associations were in attendance. 
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Philadelphia: 


The first fall luncheon meeting of the 
Credit Men’s Assn. of Eastern Pa. was held 
in the Bellevue-Stratford Hotel on Oct. 10 
and heard Dr. Howard M. Teaf, Jr., dis- 
cuss “Developments in Consumer Coopera- 
tives.” On Sept. 25 the Golf Tournament 
and dinner of the local Assn. was held at 
the Cedarbrook Country Club and the local 
members are now involved in a weekly 
bowling session. 


Norfolk: 


Election of officers featured the October 
meeting of the Norfolk-Tidewater ACM in 
the Monticello Hotel. Officers chosen were 
as follows: President—William G. Gornto, 
National Bank of Commerce; Vice Pres. 
—James D. Galandis, Galandis, Forchas & 
Douros; Sec.——B. V. Reynolds, Frank G. 
Ennis Paper Co.; Treas—Fred R. Simp- 
son, Hampton Roads Paper Co. The fol- 
lowing were chosen for the executive com- 
mittee: Paul L. Joyner, Swift & Company; 
W. K. Neville, Old Dominion Tobacco Co.; 
O. O. Witherspoon, J. S. Bell, Jr. & Co.; 
J. Warren White, Jr., Old Dominion Paper 
Co.; and R. A. Morrison, The Texas Com- 
pany. 

Mr. Gornto, the nominee for president, is 
now treasurer of the association and has 
been in active service for years. He attend- 
ed the Credit Congress in Grand Rapids 
and the first International Credit Congress 
in Toronto, and has just completed a his- 
tory of the local association. 


Albany: 


Dr. Donald A. Laird, psychologist, was 
the featured speaker at the October din- 
ner meeting of the Eastern N. Y. ACM. 
His subject was “What the Recent Changes 
in the American People Mean for the Fu- 
ture Outlook.” 


A double feature speaking program was 
presented at the Oct. 8 dinner meeting of 
the Boston CMA with Richard B. Cross 
of the New England Council talking on 
“New Horizons for New England Busi- 
ness,” and Brace Bennitt of the NACM, 
whose subject was “Today’s Greatest 
Need.” 


New York: 


More than 400 credit executives from 
New York, New Jersey and Pennsylvania, 
were in attendance here Oct. 18-19 at the 
Hotel Commodore during the 26th annual 
Tri-State Credit Conference, sponsored by 
the New York CMA. The early arrivals 
at the conference were the beneficiaries of 
an entertainment and social program on 
the night before the conference opened. 
On Friday evening, the banquet session 
heard NACM Exec. Mgr., Henry H. Hei- 
mann, speak, as well as a humorous ad- 
dress by Senator Ford. Besides general 
sessions on Friday and Saturday mornings 
there were credit group meetings on Fri- 
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day evening and a special program for 
visiting ladies under the auspices of the 
local credit women’s group. 


Louisville: 


A handsome plastic-bound, 36-page ook- 
let, was issued in Sept. by the Loui-ville 
CMA. Besides listing the officers, directors, 
committee members, and showing vievvs of 
the Association’s offices in the buiiding 
which it owns, the book also presented the 
membership lists of the Louisville Asso- 
ciation and described the activities of its 
various departments. 


Detroit: 


The October issue of the Detroit Legal 
News carried a special article by R. D. 
Andrew, Pres. of the Detroit ACM, tell- 
ing about the work of the local and na- 
tional credit associations. This was one 
of a series of a similar column being car- 
ried by the publication to bring to the at- 
tention of the Detroit executives the various 
association activities carried on in this city. 


Atlanta: 


An attractive 76-page booklet with gold- 
stamped cover was recently issued by the 
Atlanta ACM in the form of its 1940 roster 
of members. Also included is full infor- 
mation about the various local and national 
association activities, the local organiza- 
tion’s constitution and by-laws and several 
views of its offices. The publication car- 
ries advertisements of 33 local firms. 


Worcester: 


The Oct. 14 meeting and dinner of the 
Worcester County ACM was held at the 
Westminster Tavern, being sponsored by 
the Gardner-Fitchburg-Athol group. Pre- 
ceding the meeting members and guests 
visited the plant of the Heywood-Wake- 
field Co., the oldest furniture manufacturer 
in the country, which is represented in the 
Worcester County ACM by Mark D. Stev- 
ens, who this year heads the local organi- 
zation as President. 


Chicago: 


The subject of state preference over 
trade creditors in case of retail occupa- 
tional tax deficiencies was discussed at the 
Oct. 9 forum of the Chicago ACM in the 
Hotel La Salle. The discussion concerned 
particularly the State of Illinois and the 
state’s side was presented by Robert M. 
Stowers, of the Illinois Department of Fin- 
ance, while the Hon. Thomas E. Keane, 
Illinois State Senator, presented the busi- 
ness viewpoint. 


South Bend: 


Allen Selby, Credit Manager, Chicago 
Daily News, was the featured speaker at 
the October meeting of the South Bend 
ACM at the Indiana Club. His subject 
was “Streamlined Credit.’ Mr. Seiby is 
past National Director of the NACM and 
was General Chairman of the 1937 Credit 
Congress. 
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Milwaukee: 


Delegates from the Milwaukee, Green 
Bay and Oshkosh associations were in at- 
tendance on Sat., Oct. 26, at the Hotel 
Schroader, for the annual Wisconsin State 
Credit Conference. The day’s sessions were 
varied and interesting and were high- 
lighted at the banquet that evening with a 
featare address by NACM Exec. Mgr., 
Henry H. Heimann. Also in attendance at 
the conference were retail credit execu- 
tives affliated with the Milwaukee Asso- 
ciation of Commerce. 


Chicago: 


The annual credit group night of the 
Chicago ACM was staged on Monday, 
Oct. 28, featuring a dinner meeting which 
was addressed by NACM Exec. Megr., 


Henry H. Heimann, at the Union League 


Club. Official representatives of many 
Chicago organizations were in attendance 
including the Assn. of Commerce, Ameri- 
can Institute of Banking, Export Managers 
Club of Chicago, Illinois Bankers Assn., 
Purchasing Agents Assn. of Chicago, IIli- 
nois Manufacturers Assn., Executive Club 
of Chicago, Robert Morris Associates, 
Chicago Chapter, Northwestern Univer- 
sity School of Commerce, DePaul Univer- 
sity School of Commerce, Loyola Uni- 
versity School of Commerce, University of 
Chicago, School of Business. 

Also seated at the head table were the 
following financial editors: Royal F. 
Munger, Chicago Daily News; Robert 
Vanderpoel, Chicago Herald-American; 
Phil Hanna, Chicago Journal of Com- 
merce; Thomas R. Furlong, Chicago 
Tribune. 


Syracuse: 


The first fall dinner meeting of the 
Syracuse ACM was honored by the pres- 
ence of John L. Redmond, Vice President, 
Crompton-Richmond Co., Inc., New York, 
and President of the NACM. His subject 
was “Your Association.” A number of 
Syracuse delegates attended the Tri-State 
Credit Conference in New York, Oct. 18-19. 


Bridgeport: 


The Oct. 9 dinner meeting of the Bridge- 
port credit executives heard Clarence L. 
Riegel, General Electric Co., New York, 
who is an NACM Director and President 
of the New York CMA, discuss “Credit as 
a Constructive Force.” 


Hartford: 


John L. Redmond, Vice Pres., Crompton- 
Richmond Co., New York, and Pres., NA 
CM, was the speaker at the Oct. 29 meeting 
of the Hartford Association at the Univer- 
sity Club. His subject was “The Value of 
Credi: Education.” 


New Haven: 


On Oct. 16 local credit executives heard 
William M. Wetzel of the Seaboard Com- 
mercial Corp. of New York, speak on 
“Ideal Relationship between the Credit 
and Sales Department.” 


Philadelphia: 


An interesting innovation was inaugu- 
rated by the Credit Men’s Association of 
Eastern Pa., when it staged “Credit Men’s 
Week” from Oct. 21 to Oct. 26. It was an- 
nounced as open house to the credit fra- 
ternity of Philadelphia by Assn. Pres., John 
T. Brown, Jr., and friends and business 
acquaintances of credit executives were 
asked to join the program which included 
an open credit forum on Monday night, a 
golf tournament and dinner on Tuesday, 
the session of the class in Credits and 
Collections on Wednesday night, and the 
luncheon meeting at the Bellevue-Strat- 
ford Hotel on Thursday noon, at which 
W. <A. Wiedersheim, 2nd, spoke on 
“Changes in the Law Regulating Govern- 
ment Contracts.” 


New York: 


A release by the Paint and Allied Indus- 
tries Group of the New York CMA points 
out that August 1940 witnessed the fifth 
consecutive month in the New York metro- 
politan market of decreased liabilities for 
straight paint store insolvencies— the total 
decrease for the months of April to August 
inclusive this year, as against the same 
period last year, shows nearly a 3344 per 
cent decrease in number of cases and a de- 
crease of nearly 50 per cent in the amount 
of liabilities involved. 


Credit Career 





Joseph G. Walsh 


Honolulu—-We welcome the opportunity 
of presenting the name of Joseph G. 
Walsh, who is Credit Mgr. for the 
Hawaiian Division of the Tidewater As- 
sociated Oil Co., a position he has held 
for over 12 years, and who has been ac- 
tive continually in promoting the aims and 
objectives of the Honolulu ACM, besides 
being one of its orig- 
inal founders and a 
past President of the 
local organization. 
Mr. Walsh is a 
World War Veteran 
and his appearance 
in this column is sig- 
nificant in that it 
represents the first 
choice for such rec- 
ognition of a mem- 
ber of the NACM 
other than those on the mainland. 

While President of the local Assn., Mr. 
Walsh was instrumental in promoting fa- 
vorable legislation. During the past six 
years Mr. Walsh has been consistently 
endeavoring to promote the idea of a uni- 
form credit policy among all local jobbers 
and set up a very favorable system in his 
own work toward controlling credits to 
the numerous service stations and other 
users of their product. 

He has no particular hobby other than 
his work but he does find time to devote 
to the American Legion. Mr. Walsh has 
given freely of his time and labors to the 
welfare of the Assn. and we feel real 
proud of him as one of our members. 








To Make a Headline, 


Remember the Deadline: 
15th of month preceding publication 
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Dear Fellow Zebras: 


This month I would like to introduce to 
every one of you, your Most Worshipful 
Divizeb—Western Division. He is Bob 
Harrell of the General Brewing Corpora- 
tion, Los Angeles, and some time ago I 
asked him to jot down and send to me his 
thoughts on “What it Meant to Bob Harrell 
to Be a Zebra.” He writes as follows: 

“When I was initiated into the Royal 
Order of Zebras I must confess I took the 
matter all too lightly, thinking of it as 
something in the way of a lark. Today I 
realize that the Zebras have become an 
integral part of my life; something with- 
out which I could not happily get along. 

“As an active member of the Los An- 
geles Herd for several years I have come 
to know the real meaning of fraternity 
among business associates to the point that 
they can no longer be called that; they 
are my friends, some close and very dear 
to me, all of them loyal, each to the other. 
Only through the medium of the Zebras 
could this have come about. 

“All of my comparatively short business 
life has been spent in credit work, but not 
until I became a Zebra did I have the 
chance to actively serve the profession of 
which I am a part. In the Zebras I found 
the ‘inner circle’ of the Association with 
which I had so long been affiliated. Here 
I found those active members who had the 
interests of their Association close to heart. 
and who DID something about it through 
their efforts to increase the active mem- 
bership. In this work it has been a real 
satisfaction to take part. As a Zebra I 
feel privileged to have been of service— 
and I have been rewarded a thousandfold 
by the friendships I have made. They will 
last.” 

Fellows, I think that Bob has smacked 
the true meaning of Zebradom right be- 
tween the eyes. The great satisfaction that 
one gets out of the work—the very warm 
and binding friendships that are made— 
all have a large bearing on your own 
individual careers in credit work. So much 
more of this same sort of feeling would 
be present if all of us would put forth that 
extra effort to see a job well done. 

It can be done—and IS GOING to be 
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done this very year. Let’s meet the chal- 
lenge—what do you say? 
Zebraically yours, 
Hers KELLEY, 
Grand Exalted Superzeb. 


Tacoma: 


The rejuvenated Tacoma Herd held its 
first meeting Sept. 24 with 30 qualified 
members, including several Seattle Zebras 
who assisted in the initiation of three qual- 
ified candidates: Carl Panks, Dick Hunt 
and Gordon Whipple. The meeting was 
followed by a general stag membership 
meeting, with dinner preceded by music 
and singing and followed by entertainment 
features. 

The three new Zebras were presented 
with the official Zebra watch charm before 
the entire group. This is but the beginning 
of an active season of Zebra activities with 
the express purpose of securing additional 
members for the Tacoma Association, says 
Fred Wines, Membership Chairman. 


New Orleans: 


The annual meeting of the Zebra Herd 
and election of officers was held Oct. 2 with 
a majority of the Zebras in attendance. 
Exalted Superzeb Hugo introduced J. A. 
Monier, Jr., President of the New Orleans 
CMA, who spoke briefly on increasing the 
membership as much as possible by the 
time of the coming Credit Congress to be 
held in May, 1941. Exalted Superzeb then 
selected three captains and the Zebra Herd 
was divided into three teams. Active work 
on an extensive membership campaign be- 
gan immediately and will end Nov. 11. 
The winning team, that is, the team bring- 
ing in three memberships or more, will be 
guests of the Association at dinner. 

Officers of the Herd are: Exalted Super- 
zeb, W. J. Hugo; Most Noble A. of A., 
M. F. Williams; Royal Jackass, E. J. Hol- 
mann; Three Horse Power Burro, J. J. 
Culver; Keeper of the Zoo, M. M. Salaun; 
Zebratary, J. B. Charles. 


San Francisco: 


At the annual meeting of the local Herd, 
ROZ, on Sept. 27, the following officers 
were elected for the ensuing year: Exalted 
Superzeb, Larry Victor, Macmillan Com- 
pany; Most Noble A. of A., John Hamil- 
ton, Schmidt Lithograph Co.; Royal Jack- 
ass, Claude Kehoe, Tonkin Distributing 
Co.; Three Horse Power Burro, Ralph 
Rowe, Golden State Co., Ltd.; Keeper of 
the Zoo, John De Golia, Butler Brothers; 
Zebratary, Otis H. Walker, Credit Man- 
agers Assn. of Northern and Central Calif. 


Aurea stae: 





Minneapolis—Marshall A. Frost has suc- 
ceeded his father, W. O. Frost, as Credit 
Manager of the Minneapolis Iron Store, 
with R. P. Ingmundson being named as 
Asst. Credit Mgr. 

Pittsburgh—Floyd A. Ferguson, who 
served as Grand Exalted Superzeb last 
year, has been promoted to the Mansfield, 
Ohio, office of the Westinghouse Elec. & 
Mfg. Co. Previously he had served with 
the company in Pittsburgh as General 
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Credit Manager. 

A. H. Cunningham, Westinghouse Elec. 
& Mfg. Co., was made Asst. Treas. and 
Asst. Sec. of the company. 

George Bastyr is now Vice Pres. and 
Treas. of his company, J. A. H. Junker, 
Inc. 

Kansas City—Joseph D. Powell, formerly 
Asst. Sec. and Treas., in charge of credits, 
was elected Vice Pres. in charge of mar- 
keting of Skelly Oil Company. His pre- 
vious credit duties have been taken over 
by W. J. Sexton, Retail Department, W. 
H. Carr, Skelgas Division, and C. W. 
Neve, Wholesale Dept. 

Albany—John A. Barnes, who represents 
the National Commercial Bank and Trust 
Co. in the Eastern N. Y. ACM, was re- 
cently promoted to Asst. Vice Pres. of that 
institution. He had previously held the 
post of Asst. Cashier. 


Obituary 


William B. Layton 


Portland—The credit fraternity of Port- 
land, as well as the entire country suffered 
an irreparable loss on Oct. 8 in the death 
of William B. Layton, Counsel for the 
Portland ACM and Associate Counsel for 
the NACM. 

Mr. Layton died of pneumonia at the age 
of 49. He had returned only a week be- 
fore his death from Washington, D. C., 
becoming ill on the return trip. He leaves 
his wife, Anne, and four children, Mrs. 
Anne Jeanette Carr, John, William and 
Richard Layton, a brother, Charles, Port- 
land, and a sister, Mrs. George Green, San 
Francisco. William is en route home from 
Princeton University. 

Mr. Layton was born in Butte, Mont., 
January 1, 1891. He attended school there 
and obtained his law degree at the Uni- 
versity of Michigan in 1912. He came to 
Oregon first in 1910, and was admitted to 
the Oregon bar immediately after gradu- 
ating from University of Michigan. 

Mr. Layton became Manager of the Ad- 
justment Bureau of the Portland ACM in 
1917, serving also as its legal counsel. He 
resigned as manager a year later because 
of increasing duties but had served con- 
tinuously until his death as counsel for the 
organization. Mr. Layton was appointed 
assistant counsel for the NACM, five years 
ago, and had figured prominently in form- 
ulating its policy concerning national bank- 
ruptcy legislation. Mr. Layton was admit- 
ted to practice before the United States 
Supreme Court in 1938. 


Frank G. Smith 


Milwaukee—Frank G. Smith, died at his 
home here, October 15, age 78. Mr. Smith 
was President of the Milwaukee ACM, 
1915-1917, while he owned a paper com- 
pany bearing his name. He retired in 
1924 and because of his activity in the 
Association, was voted an honorary mem- 
bership. Mr. Smith will be remembered 
through his participation in conferences 
and as an active member of our Legisla- 
tive Committee. 
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Creducation 


Billings—M. J. Davies, Secy.-Mgr., re. 
ports their Ed. Com. is organizing an edy- 
cational program and plans are beiny laid 
for the formation of a Chapter. 

Binghamton—Plans are actively inder 
way by the Assn. to launch a new Ch ‘pter, 

Chattanooga—The Ed. Com. plas to 
offer a course in Financial Statement 
Analysis to inaugurate a new Chaptcr. 

Detroit—The second forum session early 
last month enjoyed a discussion on “l’axes 
in Credit Management.” John L., jones, 
C.P.A., gave the introductory remarks and 
led the discussion. 

Fresno—‘“Economics of Credit & Finance” 
is being offered to start off the second 
year of this Chapter. Willis P. Kyle, Jr, 
who conducted the class last year is again 
instructor. 

Honolulu—The latest word from our 
furthest-west Chapter was an order for 
40 text books to be used in a course in 
Credits and Collections. 

Lubbock, Texas—This Chapter is the 
third to be organized in cities which do 
not have local Assns. A course in Credits 
and Collections is being offered in co- 
operation with Texas Technological Col- 
lege, under the instructorship of Prof. T. 
C. Root. 

Midland, Texas—Considerable interest 
has been stirred up in the possibility of 
organizing a Chapter. Both Lubbock and 
Midland are in the area served by the 
Amarillo branch of the Tri-State ACM. 

New York—Kenneth H. Campbell of the 
National staff addressed the October forum 
meeting. The subject of his talk was “The 
Future of Our Foreign Trade.” 


Oklahoma City—Unusual interest is being 
shown in the Business Law class and edu- 
cational activities have been expanded by 
the Chapter this year to include two other 
classes: Credits and Collections, Public 
Speaking. 

Peoria—A course in Business Law, with 
Chas. V. O’Hern, Jr. as instructor, initiates 
educational activities in the newly organ- 
ized Chapter. 

Philadelphia—Chairman H. C. Culshaw 
announces registration of 35 in a special 
course in Credits and Collections offered 
in cooperation with the American Insti- 
tute of Banking. 


Providence—The course in Credits and 
Collections offered in cooperation with 
Northeastern University has the honor of 
being taught by NACM Director Clarence 
Rison. 


Rochester—“Easy Credit Boosts Profits” 
was the subject of a debate at the Oc- 
tober meeting of the Chapter. The dis- 
cussion leader was Howard Minchin of 
Requa Elec. Sup. Co. Samuel W. Gug- 
genheim, Treas. of Garson & Wood, as an 
exponent of a liberal credit policy, was 
pitted against Paul Dugan, Cred. Mar. of 
Timely Clothes, Inc. for the other side of 
the question. 


St. Paul—According to a story in the 
“St. Paul Pioneer Press” Walter T. Miller, 
Chairman of the Ed. Com., reports enroll- 
ment as being brisk in the classes offered in 
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cooperation with the University of Minne- 
sota. 

Shreveport—Secy-Mgr. John A. B. Smith 
reports the formation of a new Chapter in 
cooperation with Centenary College. 

Syracuse—A good deal of interest is be- 
ing shown in the course “Economics in the 
Modern World.” The Chapter is also 
planning to offer two additional courses, 
during the autumn semester—Public Speak- 
ing and Credit Problems and Management. 
Sherm Anderson is to teach the latter 
course. 

Wichita—For its first semester the Chap- 
ter is offering a course in Business English. 
For the second semester the Chapter will 
offer Financial Statement Analysis, both 
classes to be taught by Stanley Spurrier. 
Last year the Chapter offered Credits and 
Collections and Economics; thus in two 
years time the students will be able to 
qualify for the Association award. 

Worcester—The first meeting of the class 
in Credits and Collections, in cooperation 
with Northeastern University, Ext. Div., 
was held on Oct. 9. 





Our Distaff Side 


Atlanta: 


Organization of a credit women’s club 
afiliated with the Atlanta ACM was an- 
nounced recently. It will operate under 
the name “The Credo Club.” Following 
adoption of Constitution and By-Laws the 
following officers were elected to lead the 
group in developing plans for active par- 
ticipation in the NACM Credit Congress 
at New Orleans next May: President— 
Marjorie Jennings, Atlanta Oak Flooring 
Co.; Vice Pres.—Frances Scott, American 
Associated Companies; Corres. Sec.—Essie 
Justice, Fidelity Fruit & Produce Co.; Re- 
cording Sec. and Treas—Carmen Dobbs. 


San Francisco: 


Following the traditional custom, Credit 
Women’s Clubs of San Francisco, Los An- 
geles and Fresno gathered in a state con- 
clave in this city on September 14-15, with 
the local club as host. Sixteen credit wo- 
men from Los Angeles and Fresno were 
in attendance for the two-days sessions 
which included a Saturday afternoon re- 
ception, after which about 40 guests and 
local credit women enjoyed dinner at the 
Continental Club on Treasure Island. The 
visitors enjoyed the Golden Gate Exposition 
during the day. 

Sunday opened with an informal break- 
fast at which club activities and the im- 
portance of increased membership in the 
coming year were outlined. Talks at the 
breakfast meeting were made by Fresno 
President Thelma Logan, Los Angeles 
President Vivien Barton, and San Fran- 
cisco President Idelle McDaniel. The 
Conference was pleased to have in attend- 
ance Florence Banks of the Los Angeles 
Soap Company, who is a Director of the 
Los Angeles ACM as well as Past Chair- 
man of the National Credit Women’s Ex- 
ecutive Committee. 


New Orleans: 


Since the organization of the New Or- 
leans CWC in May, 1940, the membership 
has grown from 18 to 32, with seven hon- 
orary members, making a total of 39. Vari- 
ous programs have been sponsored by the 
Entertainment and Program Committee, the 
Educational and the Publicity Committee. 


The Educational Committee held a spell- 
ing bee at the July meeting. J. A. Monier, 
Jr., President, New Orleans CMA, ad- 
dressed the August meeting, laying partic- 
ular stress upon the obligations and duties 
of each club member. At the September 
meeting we heard Stanley C. Arthur, au- 
thor of such books as “Old New Orleans” 
and “Audubon, An Intimate Life of the 


American Woodman.” 

On September 26 the Entertainment and 
Program Committee sponsored our first 
dance on the S. S. President, netting the 
club $48.31 and bringing our total fund up 
to $78.31, within five months of the club’s 
beginning. A rummage sale was held Oc- 
tober 26. 

Mrs. Charles Grinnell Cobb, wife of the 
late Mr. Cobb, and an honorary member, 
presented the club with one of her own 
paintings, depicting the Mission of San 
Juan Capistrano. Mrs. Cobb suggested that 
the picture be raffled to increase the club’s 
treasury. Mrs. E. Pilsbury, our first hono- 
rary member, is responsible for our attend- 
ance award, which we have called the 
Edna Pilsbury Attendance Prize, and she 


A good investment 





A modern car is a good investment, and so is good automobile liability 
insurance. Protect yourself against serious financial loss through bodily 
injury and property damage claims — with adequate liability coverage 


in Standard of Detroit. 


Standard automobile policies contain important new features. Broader 
coverage, selective ratings and the Safe Driver Reward give greater 
protection at lower cost. When accidents occur, capable representatives 
throughout North America are ready to help you. 


See your Standard agent or broker for complete protection for car, home, 
business and savings against the consequences of accidents. 


STANDARD ACCIDENT INSURANCE COMPANY 


Standard Service Satisfies ... Since 1884 
When writing to advertisers please mention Credit © Financial Management 
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The aim of Mutual Fire Insurance is 
to provide the best protection at the 
least expense to the policyholder. 


Mutual Fire Insurance is of interest . 


to every credit executive, because a 
Mutual policyholder not only has the 
benefit of sound insurance but also of 
sound economy. 


THE FEDERATION OF MUTUAL 
FIRE INSURANCE COMPANIES 
919 North Michigan Avenue 
Chicago, Illinois 


MUTUAL 
FIRE INSURANCE 


An American Institution 


NATIONAL UNION 
FIRE INSURANCE 
COMPANY 


PITTSBURGH, PA. 


Serie 


protection 


THIRTY-NINE YEARS 
070 
HONORABLE DEALING 


donates either a cake or a plant at each 
meeting, which is drawn for by the mem- 
bers. Another honorary member is Mrs. 
Fred L. Lozes, wife of our Secretary-Man- 
ager, who has offered to donate a gift bond 
for any and all contests put over by the 
club. Mrs. Geo. P. Bywater (Nedra Pils- 
bury) is acting as our Parliamentarian, 
and our President is Inez Johnson, under 
whose capable leadership, and considering 
the enthusiasm and interest displayed by 
the members, it will not be long before 
New Orleans is ranked among the fore- 
most Credit Women’s Clubs. 


Los Angeles: 


In order to bring the name of the local 
group in line with others throughout the 
country, the women’s division of LACMA 
voted at its Sept. 16 meeting to change its 
name to the Credit Women’s Club of Los 
Angeles. 

On Oct. 21 the group held a Halloween 
Party in the Chapman Park Hotel. The 
local Alpha Nu organization met on Oct. 7. 


Louisville: 


The members of the Ladies’ Group of 
the Louisville CMA met to enjoy a gypsy 
party and summer outing at Jacobs Hill 
Lodge on Sept. 23. It was announced that 
Alleen Harrison of the Tafel Electric Co., 
a member and former president of the 
group, has been elected National Chairman 
of the ladies groups. Miss Harrison, who 
has taken a very active interest in both 
the local and national ladies groups, gave 
a brief account of the plans and aims of 
the national organization. 

Flora Meads, President of the Louisville 
Chapter, NIC, announced the sponsoring 
of the Helen Pouch Scholarship by the 
Chapter. This scholarship was awarded 
by vote to Mamie Stuecker of Buchart Ap- 
parel, for the coming year. The Group 
plans to award this scholarship to a de- 
serving member each year. 

An account of the International Credit 
Congress held in Toronto, Canada, was 
given by Flora Peterworth, past President 
of the Group. After the entertainment, 
the méeting closed with community singing 
and a marshmallow roast. 


New York: 


The New York CWG has adopted a 
new Constitution and By-Laws, bringing 
to a successful conclusion the conscientious 
work of a special committee headed by 
Marion E. King, Hudnut Sales Co. Until 
1936 the group had functioned informally 
without a constitution. Then the original 
constitution of the group was adopted. 
After a three years’ test, and with the 
steady growth of the membership in the 
last few years, some changes and a 
strengthening of some of the articles, were 
deemed advisable. To other groups in- 
terested in seeing it, copies will be gladly 
furnished. 

At the New York Tri-State Conference, 
Oct. 18-19, the New York CWG entertained 
the visiting ladies at luncheon on Saturday, 
Oct. 19, at Hampshire Cottage, in Hamp- 
shire House, overlooking Central Park. 


9 OUT OF 10 
OVERDUE 


ACCOUNTS 
“COME ACROSS" 


when you send 
Postal Telegrams! 


OU will be amazed how 

speedily Postal Telegrams 
collect even the toughest 
accounts — often at a cost of 
less than 1% of the amount 
involved! Test this! Pick ten 
long overdue accounts. Send 
Postal Telegrams.Then watch 
the money hurry in! 


Postal Telegraph 


Grand Rapids: 


The first meeting of the Grand Rapids 
CWC was a Good Will Picnic, September 
21, at the summer home of Irene Coye 
Spraker, at Macatawa Park, Lake Michi- 
gan. The October meeting at the Y. W. 
C. A. was attended by 46 members from 
Grand Rapids, Greenville and Belding. 
Iva Belden, Registrar of Grand Rapids 
Junior College, gave an illustrated travel 
talk, “Looking at Our Southern Neighbors 
from the Air.” Her colored movies and 
intimate, interesting discussion transported 
the group to the scenes she had seen. 

A number of club members attended the 
Michigan State Credit Conference in Jack- 
son, Friday, October 25. During National 
Business Women’s Week, October 7-12, 
Edytha Carpenter, Public Affairs Chair- 
man, arranged for our group’s participation 
in the activities of the Business & Profes- 
sional Women’s Clubs. This culminated 
with a big dinner meeting at the Women’s 
City Club, October 12, where the speaker, 
Viola Lindbom Scheffer, a St. Paul, Minn., 
attorney, spoke on the subject “Making 
Democracy Work—Vote Intelligently.” 

Our November meeting will feature a 
talk by Mrs. Edward Hoekzema of Grand 
Rapids on “The History of Frozen Foods.” 
The December meeting will be a Christ- 
mas Party, and the program committee is 
working on some interesting plans for Jan- 
uary and February. Membership Chair- 
man Mary Orth is working with the As- 
sociation Promotion Manager, Harold 
Blair, to swell the membership, and has 
set her goal for 100 members for 1940. 


When writing to advertisers please mention Credit © Financial Management 
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low Income Families 


Buy Most on Time 


Evidence that the use of charge ac- 
counts is heavily concentrated 
ly among the low-income families of 
the country, is offered by the Na- 
tional Bureau of Economic Research in 
a report it has just brought from the 
press under the title The Pattern of 
Consumer Debt, 1935-36. 


Data for the study were provided in 
schedules of income and expenditure 
obtained from 60,000 families scattered 
over 30 states in a wide variety of 
urban, village and rural areas. Meas- 
ures of the use of charge accounts were 
made possible by asking whether the 
outstanding charge account debts of the 
family had increased or decreased dur- 
ing the year. 

“From our sample data,” says the 
report, “we have estimated that over 
2,700,000 families, or more than 11 
percent of all the non-relief families in 
the United States, had a net change in 
charge account debt during 1935-36. 
The frequency of such debt change 
varied according to income level ; it was 
greatest in the lowest-income group 
and declined gradually as income rose. 


“More than one out of six families 
with annual incomes under $500, and 
almost every seventh family in the 
$500-$750 class were indebted for 
charge account purchases in this period. 
Of the families with incomes of $1,000 
to $2,000, approximately one out of 
ten was indebted: of those with in- 
comes between $2,000 and $5,000, the 
proportion ranged from less than one 
out of eleven to one out of fourteen; 
and of families with incomes of $5,000, 
only one in fifteen was in debt for 


charge purchases. 


Poorer Families Use Charge Accounts 


“Of the families indebted for charge 
account purchases in 1935-36, almost 
90 percent had incomes of less than 
$2,500 a year and 65 percent fell below 
the $1,500 level. These two groups 
accounted for 85 percent and 67 per- 
cent respectively of the total net in- 
crease of $112,000,000 in charge ac- 
count outstandings attributed to non- 
telief families.” 


The report from which these con- 
clusions are drawn was prepared for 
the National Bureau by Miss Blanche 
Bernstein, a member of the National 
Bureau’s financial research staff. It is 
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How Rubber Company Saves 
33-2 On Cost of Compensation 


Insurance 


The high accident rate of a Massachusetts 
rubber company penalized the firm when 
it bought compensation insurance. In 
1930 its cost was $2.88 per $100 of pay- 
roll, a 29.1% penalty over the manual 
rate of $2.23. 

The management had to do something 
about it—and chose Lumbermens to do 
it for them. Lumbermens safety engi- 
neers checked on the plant, found ways 
to reduce employee accidents, organized 
safety committees and provided a safety 
education program for the firm. 

In nine years this company cut its acci- 
dent rate and its insurance costs drasti- 
cally. It earned an experience credit of 
27.9% and paid only $1.60 per $100 for 
compensation insurance as against a man- 
ual rate of $2.22. Savings of $14,782 in 
the rate plus Lumbermens dividends of 
$9,363 equalled a total of $24,145 for the 





Notes from the Casebook 
of a Lumbermens’ 
Safety Engineer 


nine years—a saving of 33.2%. 

More and more leading companies 
throughout the country are using Lum- 
bermens safety engineering service to 
eliminate accidents and reduce insurance 
costs. For 28 years this strong company 
has paid dividends to its policyholders in 
bad times and good. Its healthy growth, 
sound underwriting practice, and con- 
servative management have given Lum- 
bermens a record of accomplishment un- 
paralleled in insurance history. 

For the whole story on how Lumber- 
mens can work with you in reducing your 
accident rate and your insurance costs, 
call our agent in your city. Ask him to 
lend you the authoritative manual, The 
Yardstick of Insurance Progress. It will 
give you information every credit execu- 
tive should have on the cost of compen- 
sation insurance. 


Lumbermens 


MUTUAL CASUALTY 


COMPANY 


JAMES S. KEMPER, President. Home Office: Mutual Insurance Building, Chicago 
Affiliated with National Retailers Mutual Insurance Company 
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one of a series of reports on consumer 
instalment financing being prepared 
under the general direction of Profes- 
sor Ralph A. Young, of the National 
Bureau and the University of Penn- 
sylvania, but differs from the other re- 
ports in that it considers some types of 
consumer debt not repayable in instal- 
ments. 


The statistical materials used for the 
present report were obtained from spe- 
cial tabulations of data compiled in the 
Study of Consumer Purchases made by 
a number of Federal agencies acting in 
cooperation. Because the schedules used 
give information only on increases or 
decreases in family debts, they do not 
provide a complete picture of all family 
debts. Many families would have had 
charge accounts at some time during 
the year which were not reflected in 
net changes as between the beginning 
and the end of the year. 


The figures may be taken, however, 
as giving accurate minimum totals for 
families using consumer credit of this 
type. The author of the report also 
points out that the figures are restricted 
to non-relief families and so give no 
clue to the use of credit by relief fam- 
ilies or by single individuals. 


Variations Among Communities 


Continuing her analysis, the author 
points out that “the extent of use of 
charge account credit differed from one 
type of community to another. The 
highest frequency (14 percent) was 
noted for families living in villages; 
these were followed by residents of 
small cities (13 percent). Of the fam- 
ilies living in large cities and on farms 
approximately 12 percent were in- 
debted for charge purchases, and of 
families in middle-sized cities less than 
10 percent. 


“These data indicate that charge ac- 
counts are an important means of con- 
sumer financing not only for families 
whose income are received weekly or 
monthly but also for those whose in- 
come is concentrated during a few 
months of the year. Particularly strik- 
ing is the fact that this type of indebt- 
edness was much less common in met- 
ropolitan centers than in any other type 
of community only 3 percent of the 
metropolitan families changed the 
amount owed for charge account pur- 
chases in the period under discussion. 

The report also finds that different 
regions of the country vary widely in 
their use of charge accounts. This 
type of credit, it states, “was used most 


Credit and Financial Management . . . 


extensively by non-relief families in the 
West and South. In the Mountain 
and Plain region one out of six families 
was indebted for charge account pur- 
chases, in the South less than one out 
of seven, and in the Pacific region just 
about one out of seven, but in New 
England and the North Central region 
only one family in twelve had a change 
in this type of indebtedness for the 
period under discussion.” 

Although a large number of families 
made use of charge accounts, the net 
increase in purchasing power resulting 


NACM Directors hold 
sessions in New York 


Just before the close of the first day’s 
session at the annual meeting of the 
Board of Directors of the NACM, held 
in New York, October 16-19, at the 
Hotel Vanderbilt, the photographer 
had those present pose for this photo- 
graph. The group includes present 
officers and directors as well as a num- 
ber of past national presidents and di- 
rectors. Also present were officials of 
some of the NACM affiliated local 


Associations. 


Seated 1. to r. are the following: L. 
Motz, Fred L. Andrews, R. W. Wat- 
son, Fred W. Edwards, J. G. Holland, 
A. L. Podrasnik, Paul W. Miller, 


Past NACM Presidents 
greet John L. Redmond 


On the occasion of the October meeting 
of the National Board of Directors, there 
was a rather thorough representation of 
past national presidents in attendance. 
The photographer caught the group above 
at the end of the first day’s session as they 
were gathered around President John L. 
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from the fact that aggregate debts in- 
creased during the year studied was 
very small. For particular groups of 
families, however, the net increase in 
purchasing power thus achieved was 
important. 


“The net addition to income result- 
ing from the use of charge account 
credit was almost insignificant” for 
non-relief families as a group, says the 
report. “It amounted to less than 
three-tenths of one percent of the ag- 
gregate income for nonrelief families 


during 1935-36. 


Bruce R. Tritton, R. C. Wilson, John 
L. Redmond, Henry H. Heimann, J. 
E. Sugden, Jr., David A. Weir, Chad 
Calloway, Jr., W. A. Bruckheiser, and 
Chas. A. Wells. 

Standing from l. to r. in this group 
are the following: Charles E. Meek, 
P. M. Haight, Ernest I. Kilcup, Joseph 
Rubanow, C. Evan King, Robert L. 
Griffiths, Lawrence Holzman, J. A. 
Monier, Jr., C. B. Rairdon, W. E. 
Woollenweber, R. M. Rice, E. L. 
Blaine, Jr., Harry J. Offer, Oscar S. 
Dietz, Thomas W. Peck, Paul A. 
Pflueger, Clarence L. Riegel, R. L. 
Simpson, L. E. Phelan, S. J. Whitlock, 
George J. Gruen, Paul Fielden, Wil- 
liam Fraser, Curtis R. Burnett, Wil- 
liam H. Pouch, and Jno. E. Norvell. 


Redmond of New York, who is in the 
center of the front row. The others in the 
group reading |. to r. are: P. M. Haight, 
Charles E. Meek, Ernest I. Kilcup, Henry 
H. Heimann, who is now the Association's 
Executive Manager, Jno. E. Norvell, and 
George J. Gruen. 


In the rear |. to r. are: S. J. Whitlock, 
William Fraser, C. R. Burnett, Wm. H. 
Pouch, Chas. A. Wells, and Paul Fielden. 
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Wholesale collections 
fell in September 


Sales of wholesalers, based upon 
reports from 3,024 firms repre- 
senting all parts of the country, 
were 5.1 per cent smaller in Sep- 
tember than during the same month 
a year ago, it was announced by Wil- 
liam L. Austin, Director, Bureau of 
the Census. This fall in wholesale 
sales from last September follows a 
period of 21 months in each of which 
sales had exceeded those of the com- 
parable month of the earlier year. 
Last month there had been reported, 
for August, a reduced rate of accelera- 
tion in wholesalers’ sales, August 1940 
being 5.7 per cent over August 1939, 
in contrast to the 10.5 per cent gain 
registered in July and the 7.7 per cent 
gain reported for the first half of the 
year. 

In connection with this decrease in 
September sales it may be noted that 
an unusually high gain in sales, 16.5 
per cent, was reported last year over 
September 1938. Retail sales of 24,- 
239 independent stores in September 
were 2.2 per cent above September 
1939 according to another monthly 
survey of the Bureau of the Census. 

A gain of 6.0 per cent was recorded 
for the first 3 quarters over the same 
9 months of 1939 by 2,743 whole- 
salers. For this period, 32 of the 36 
kinds of business for which data are 
shown in the table on page 2, re- 
ported sales to be higher than for the 
first 9 months of 1939. Only four 
recorded decreases. The nine-months 


data show metals, industrial supplies, 
machinery, equipment and supplies ex- 
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Note: This index is constructed on a daily average basis excluding Sundays and principal holidays. 


The Business Thermometer: 


cept electrical, heavy hardware, and 
electrical goods to be the sales leaders, 
a trend exhibited in the monthly data 
in earlier reports. 

Collections on accounts receivable 
during September 1940 for 2,578 
wholesalers fell from the level of the 
previous month of 1940 and the same 
month in 1939. The collection ratio 
in September 1940 was 71 while in 
September 1939 and August 1940, 
these same establishments reported 74 
per cent of accounts receivable were 
collected. These collection ratios 
usually remain relatively constant. It 
may be noted, however, that Septem- 
ber is the fourth month this year re- 
cording slower collections than  dur- 
ing the comparable month of 1939. In 
1939 only one month, December, fell 
below 1938. Accounts receivable were 
6.7 per cent greater on September 1, 
1940 than at the same time in 1939 
and 5.8 per cent greater than on 
August 1, 1940. 


Manufacturers’ orders, 
shipments at ‘40 record 


New orders received by manufac- 
turers during September jumped to a 
new high for the year, the Department 
of Commerce reported in October. 
September shipments also reached a 
new peak for 1940. The spurt in 
new business, however, lifted totals of 
unfilled orders more than 15 per cent 
above the already high August level. 

The department’s new order index 
for all industry stood at 165 for Sep- 
tember (January, 1939, equalled 100), 
approximately equal to the peak of the 







Index of Value of New Orders Received by Manufacturers (January 1939=100) 


Aug. July June 















BS .2. 


buying wave last autumn. New orders 
rose 25 per cent above the heavy 
August volume, durable goods indus- 
tries setting the pace with a 35 per 
cent gain. But incoming business in 
the non-durable goods groups also rose 
very substantially — increasing one- 
fifth. 

Large gains in shipments were also 
reported by both the durable and non- 
durable goods industries, demonstrat- 
ing the general character of the ad- 
vance. Entirely apart from the sharp 
seasonal rise in factory shipments of 
automobiles, deliveries of other durable 
goods were 12 per cent higher than in 
August, and for the first time this 
year the 1939 peak. Non-durable 
goods gains were almost as striking, 
reaching the high of September, 1939. 

Manufacturers’ inventories during 
September showed no significant rise. 
The index for all industries increased 
from 110.4 at the end of August to 
111.8 at the end of September (De- 
cember 31, 1939, equaled 100), but 
almost all of this increase was a sea- 
sonal expansion in stocks in the auto- 
motive industry. A slight rise in the 
index for other durable goods was ap- 
proximately offset by a decline in non- 
durable goods inventories. 

Despite the high shipment rate, the 
September rise in unfilled orders 
brought them to a point almost 40 per 
cent higher than the average during 
the first year of the war. Lack of gen- 
eral inventory accumulation, Commerce 
Secretary Jones explained, indicates 
that increased retail buying and in- 
vestment by industry in new plant and 
equipment are keeping manufacturers’ 
goods flowing. 
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WHOLESALERS’ sales and inventories, September 1940 


toc es 
Sales For 9 Mos. 1940 End of Month Inventories (Cost) Ratios* 


: . Percent change rercen Percent change 
Kind of Business Number | change Sept. 
Sept. 1940 vs. 940 | of firms | from 9 firms 30, 1940 | Sept} Sept} Aug. 
Mos. ; (000's) | 1940 | 1939 | 1940 
sales 1939 stocks _. . . 


Automotive supplies 

Chemicals (industrial). 

Paints and varnishes 

Clothing and furnishings, except shoes 
Shoes and other footwear 


_ 


4,750 
585 
978 

1,179 

; ; 6,080 

22,224 = 


148,324 
94,216 
197,621 
8,956 
21,183 
4,946 
25,535 


411,919 
184,032 
137,317 
27,408 
63,162 
4,841 
167,192 
3,279 
26,459 
22,440 
274,762 
157,409 
15,643 
62,859 
38,851 
15,987 
707 
21,300 
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26,902 
19,479 
26,149 
849 
536 


8,863 


47,988 
23,243 
17,645 
2,865 
4,235 
208 
4,692 
104 
6,473 
8,597 
58,472 
40,587 
3,553 
10,246 
4,086 
4,238 
174 
2,511 
3,601 
906 
3,019 
5,105 
523 
5,034 
10,042 | 140 } 120 


+ 9.2 | + 0.3 | $258,037 | 157 | 138 


Electrical 
ny and poultry products 
fruits and vegetables................... 
Farm supplies 
Furniture and house furnishings 
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Groceries and foods, except farm products... . 
‘ull-line wholesalers¢ 
Voluntary-group wholesalers 
Retailer-cooperative warehouses 
Specialty lines 
nfectionery 
Meats and meat products. 
Beer 
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Wines and liquors 
Liquor permet of other tradest.......... 
Total hardware group 

General hardware. .. 

Heavy hardware 

Industrial supplies 

Plumbing and heating supplies.......... 
Jewelry 
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Lumber and building materials 
Machinery, eqpt. & supplies, except electrical 
— equipment and supplies 
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Tobacco and its products. 
Leather and shoe findings. 
Miscellaneous 
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*These stock-sales ratios are percentages obtained by dividing stocks -4 sales for an identical group of firms. 


i . —Insufficien: data to show separately. 
tChiefly of the Wholesale drug trade. "Not affiliated with voluntary or coo neces. 
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WHOLESALERS’ accounts receivable and collections, September 1940 


Total Accounts Receivable 


September 1940's 


As of a 
September August 2 aw 
1939 1940 (00's) 


Automotive supplies 

Chemicals (industrial) 

Paints and varnishes 

Clothing and furnishings, except shoes 
Shoes and other footwear 


4,008 
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Electrical goods 
patty and poultry products 
fruits and vegetables 

Farm supplies 

Furniture and house furnishings 

Groceries and foods, except farm products 
Full-line wholesalers 
Voluntary-group wholesalers 

iler-cooperative warehouses 

Specialty lines 

Confectionery 
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Wines and liquors 
Liquor department of other trades 


Total ware 
General hardeens 
Heavy hardware 
Industrial supplies 


Plumbing and heating supplies 
Jewe 


Optical goods 
Lumber and building materials 


Machinery, equipment and supplies, except electrical 
eee equipment and supplies 
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Tobacco and its products 

Leather and ches ndings 
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*Collection percentages are obtained by dividing the collections by accounts receivable for an identical group of firms. 
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WHOLESALERS’ sales and 


inventories, by geographic divisions, September 1940 


Dollar Sales Sales For 9 Months 1940 | End of Month Inventories (Cost) | Stgck-Sales 


Geographic Division Percent change Percent Percent change 
. : Sept. | Number |change| 9 Mos. | Number as Sept. 
Kind of Business a Sept. 1940 vs._| “1940 | of firms | from 9 1940 | of firms = 30, i940 Sept.{Sept.| Aug 
Mos. (000’s) jreporting (000’s) | 1940 | 1939 | 1940 
i. 1939 stocks 


New England : 
Drugs and sundries (liquor excluded) 
Electrical goods 
Groceries and foods, except farm products 
Meats and meat products 
Industrial supplies : 
Plumbing and heating supplies 
Tobacco and its products 
Middle Atlantic 
Automotive supplies 
Clothing ana furnishings, except shoes. . . 
Shoes and other footwear 
Drugs and sundries (liquor excluded) 


$12,016 
1,183 
1,802 
1,142 
671 
1,344 
378 
191 
50,273 
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| goods 
Fresh fruits and vegetables 
Furniture and house furnishings 
Groceries and foods, except farm products 
— and meat products 
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Vy hardware...... irendinnsee6sss 4ane0 
Industrial supplies 
Plumbing and Heating supplies 
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junher ond building materials 
a) ee 
Senos and its products 
East North Central 
Automotive supplies 
Paints and varnishes 
Clothing and furnishings, except shoes. . . 
Drugs and sundries (liquor excluded) 
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goods 
Fresh frvit and vegetables... 
Furniture and house furnishings 
Groceries and foods, except farm products 
Meats and meat products 
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Industrial supplies 

Paneins and heating supplies........... 
lew 

Machinery, eqpt. & supplies, except elec. 
cxueel equipment and supplies 


Paper and its products 

Tobacco and its products 
West North Central 

Automotive supplies 

Drugs and cum 

Dry goods 
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goods 
Fresh fruits and vegetables 
Furniture and house furnishings 
Groceries and foods, except farm products 
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Industrial supplies 
ee and heating supplies 
Paper and its products 
To and its products 
South Atlantic 
Automotive supplies 
Drugs and sundries (liquor excluded) 
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goods 
Fresh fruits and vegetables 
Groceries and foods, except farm products 
Meats and Meat products 
General hardware........ oaks erKawees 
Industrial supplies 
ne = heating supplies 
‘aper and its products 
East South Central 
Drugs and Sundries (liquor excluded). ... 
Dry goods 
Electrical goods 
Groceries and foods, except farm products 
General hardware 
Industrial supplies 
West South Central 
Automotive supplies 
, and sundries (liquor excluded) 
Electrical 
Groceries and foods, except farm products 
Liquor department of other trades 
General 
Machinery, eqpt. & supplies, except elec. 
Mountain 
Automotive supplies. .............-+-+065 
goods 
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Electrical goods... 

Fresh fruits and vegetables 

Furniture and house furnishings 
Groceries and foods, except farm products! 
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Industrial supplies... .. 
Lumber and pe 


Machinery, eqpt. poe mn except elec, 
Tobacco and its products 
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WHOLESALERS?’ accounts receivable and collections, by geographic divisions, September 1940 


Collection Percentages* Total Accounts Receivable 


ercent change 
September 1940 vs. As of 


September August a 
1939 1940 (000’s) 


$15,711 
1,276 
1,913 
2,133 
1,435 
825 
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Drugs and sundries (liquor excluded) 
Electrical goods 
Groceries and foods, except farm products 
Meats and meat products 
Industrial supplies 
Plumbing and heating supplies 
Tobacco and its products 

Middle Atlantic 
Automotive supplies 
Clothing and furnishings, except shoes 
Shoes and other footwear 
Drugs and sundries (liquor excluded) 
Dry goods 


Fresh fruits and vegetables 

Furniture and house furnishings 
Groceries and foods, except farm products 
Meats and meat products 

General hardware 

Heavy hardware 

Industrial supplies 

as and heating supplies 
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Lumber and building materials 
an and its products 
Tobacco and its products 
East North Central 
Automotive supplies 
Paints and varnishes 
Clothing and furnishings, except shoes 
peae and sundries (liquor excluded) 
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Furniture and house furnishings 
Groceries and foods, except farm products 
Meats and meat products 
General Hard 
Industrial supplies 
Plumbing and heating supplies 
Jewelry 
Lumber and building materials : 
Machinery, equipment and supplies, except electrical 
Surgical equipment and supplies 
Metals 
— and its products 
Tobacco and its products 
West North Central 
Automotive supplies 
Drugs and sundries (liquor excluded) 
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goods 

Fresh fruits and vegetables. . 
Furniture and house furnishings 
Groceries and foods, except farm products 
General hardware 
Industrial supplies 
Plumbing and heating supplies 
aa its products 
To o and its products 
South Atlantic 

Automotive supplies 

Drugs and sundries (liquor excluded) 


Dry 
Electrical goods 
Fresh fruits and vegetables 
Groceries and foods, except farm products 
Meats and meat products 
General hardware 
Industrial supplies 
ae and heating supplies 
in wd and its products 
Tobacco and its products 

East South Central 
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Automotive — 

Drugs and sundries (liquor excluded) 

Electrical goods 

Groceries and foods, except farm 

Liquor department of o 

General hardware 

Industrial supplies 

Machinery, equipment and supplies, except electrical 
Mountain 

Automotive supplies 

Electrical goods 

Groceries and foods, except farm products 

General hardware 
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Furniture and house furnishings 

Groceries and foods, except farm products 

Meats and meat products 

Wines and liquors 

General hard 

Industrial supplies 

Plumbing and heating supplies 

Lumber and building materials 

Machinery, equipment and supplies, except electrical 
Tobacco and its products 


"Collectio btained b: 
STATES COMPRISING DIVISIONS: Ne 
'’ isc.); orth Central—(Iowa, Kans. 
East South Ala., Ky., Miss., Tenn.); West 
Pacifio—(Cal., Ore., Wash.) 
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